ORGANIZATION OF ACCOUNTING-FINANCE RESEARCH: 
the du Pont Approach 
T. C. Davis 


MANAGERIAL PROBLEMS IN RENEGOTIATION 


Frank W. Boydstun 


THE PENALTY FOR EFFICIENCY 
Paul D. Foote 
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Todays new machine 
for todays new problems! 








The incomparable new 


Burroughs Sensimatic 


ACCOUNTING MACHINE 
SERIES 200 


Big-machine speed and versatility . . . small-machine simplicity . « . 


medium-machine price! 
That’s one way to sum up the sensational new Burroughs Sensimatic 
with multiple registers. Watch its swift, automatically directed per- 
formance . . . see the completeness of its easy-to-learn, easy-to-use 
operational features . . . and you'll appreciate what the Sensimatic 
can do to step up productivity for your business. : yf 5 
And we're ready to show you. Call for a Sensimatic demonstration Here's why the Sensimatic Pm 
today ... you'll find Burroughs in the yellow pages of your telephone can handle any accounting job! 
book. Burroughs Adding Machine Company, Detroit 32, Michigan. This control panel, or sense plate, directs 
every carriage movement, every mathematical 
function. Each panel controls four separate 
WHEREVER THERE’S BUSINESS THERE’S accounting operations—in any combination. 
Panels are instantly interchangeable... there’s 


B o h no limit to the number that can be used. 
urroughs 





TRAINING 
YOU CAN 


WITH Ponfidence .. 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to IAS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the IAS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 





Se atetincer egal aids aie: 





EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public pecomnsent Member of Faculty, ee Accountants Society, 
CP. A. Inc. ; Former President, Illinois Chamber of Commerce ; Former President, American Society of 
< Certified Public Accountants ; Former President, Executives Club of pov neil 
THOMAS W. LELAND Head, Department of Business Administration, Tezas A. and M. College; Past President, Ameri- 
B.A., M.A., C.P.A can Accounting Association ; Former Educational Director, American Institute of Accountants ; 
a ee re Past President, Texas Society of C.P.A.’s ; Editor of ‘ “Contemporary Accounting.” 
DEXTER KIMBALL Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, College 
ME om D.Sc of Engineering, Cornell University ; Former President, American Society of Mechanical Engi- 
me 4 ue bck neers; author of “Cost Finding,” “Industrial Economics,’ and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, 
B.Sc., Ph. D Board of Directors, The Ronald Press Company ; Former Director, Department of Management, 
aa New York University; author of “Office Management” and other textbooks. 
STEPHEN GILMAN Educational Director, International Accountants Society, Inc.: author of “Accounting Concepts 
B.Sc., C.P.A of Profit,’ “Analyzing Financial Statements,” “Principles of Accounting,’ “What the Figures 
at Mean,” and numerous technical articles on accounting and allied subjects 


FACULTY 


seanloy | E. Beatty, C.P.A. C. W. Emshoff, $.B., C.P.A. Paul Moore, 8.S., M.S., 

Dick, B.L., C.P.A. Stephen Gilman, B.Sc., CP. Frank H. Murray, C.P.A. 
mee Duvall, BC.S., C.P.A. C. E. Hoglund, B.S., M.B.A., C.P.A. Kenneth E. Oakley, C.P. 
George P. Ellis, CPA. James W. Love, C.P.A. William A. Parrish, 8.S., 


C.P.A. 
A. 5 
C.P.A. Earl R. White, C.P.A. 














Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 





MATERIAL becomes 
MONEY 
on your SCALES 


Be eet: 


ED become pm 


ounces 


sent: 


ants 


Basic accounting figures originate at 
your scales ... in receiving, shipping 
and in production departments. 
These weight figures affect your in- 
ventories, receivables, payables and 
the final profit figure! Errors made 
at the scale stay wrong forever. 


TOLEDOS ARE BUILT 
TO GUARD YOUR COSTS 


Toledo has the scales to start your cost 
records right—and improve product- 
quality—in weighing, checking, testing, 
counting, batching, force - measuring. 
Complete selection of models and capaci- 
ties ... including Bench, Portable, Hang- 
ing, Overhead Track, Floor, Motor Truck 
and Over-Under Checking Scales... for 
weighing only afew ounces or several tons. 


--> AND TODAY PRINTED 


| their heads toward the center. 
| rangement had to do with spirits and 


the Editors 


THE HERRING 


For averting the starvation of their col- 
ony, the Pilgrims were much indebted to 
Squanto, their faithful Indian convert. 
They acknowledged their debt to this ab- 
origine by recording that he was “a spe- 
ciall instrumente sent of God for their 
good beyond expectation.” 

As you recall, the Pilgrims did not know 


| what to do with their seed corn. Squanto 
| showed them how to plant it in hills and, 


in accordance with tradition, place three 


| herrings in each hillock. 


The herrings were placed spokewise, 
This ar- 


ghosts. 
But the idea of using herrings as ferti- 
lizer was sound practice. 


And it continues today—as gurrey gar- 
dening. Gurrey is fish refuse and an im- 
portant part of the compost heaps of many 
seaside gardeners. Roses, tomatoes and 
corn thrive in a soil fertilized with gurrey. 

The herring is not one of the more dra- 
matic denizens of the deep. No one mounts 


You 


IN THE CORN 


a herring to hang on his wall. Widely eaten 
as it is, no herring’s offspring has won the 
international acclaim accorded the eggs of 
the sturgeon that swims in the Iranian 
Gulf. 

Yet the humble herring fertilized one 
of our finest native foods. It helped grow 
the sustenance our forefathers so desper- 
ately needed in the bleak beginnings of 
Plymouth Colony. 

THE Commaabian is not one to beat a 
herring (even a ruddy one) to drive home 
a moral. 

Yet there does seem, to us, to be a valu- 
able point to be gleaned from the Pilgrims’ 
experience: 

Never rejeci an idea, no matter how 
seemingly simple or irrelevant. 

Never refrain from presenting an idea, 
no matter how simple or “far fetched” it 
may seem—if you are convinced of its 
worth. 

Gardeners recommend: Fertilize, plant, 
cultivate. 

THE CONTROLLER believes this is a 
good precept for mental activity. Pause to 
think about it and you'll agree that it is 
something we all try to practice every day. 

Among many things for which we 
Americans can give thanks is the ability 
to cultivate our brains in an atmosphere 
of encouragement and freedom . . . and, 
that the Pilgrim forefathers were wise 
enough to refrain from brushing aside the 
notion of herring in the corn hills as ‘'the- 
oretical nonsense.” 





WEIGHTS FOR YOUR 
ACCOUNTING RECORDS! 


Toledo Printweigh Scales stop human 
errors in reading, recording, remember- 
ing; give your accounting department 
accurate printed records of each weighing 
operation. 


TOLEDO 


HEADQUARTERS FOR SCALES 
SEND TODAY! i 
Toledo Scale Company, Toledo 1, Ohio \ 


Please send me bulletin 2037 describing | 
TOLEDO Weight Control and Printweigh ; 
records 


Name 








Company 


Address 
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744 BROAD STREET 





JOHN R. 


INSURANCE ADVISER 


* 


Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


BLADES 


NEWARK 2, N. J. 
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DON’T GIVE THIS BOOK 
OFFICE ROOM 


Save time and money. Streamline 
your bookkeeping methods with 
Todd Blue Streak Vouchers and get 
rid of your Accounts Payable Ledger 
for good. 

Todd Blue Streak Vouchers do 
away with needless historical book- 
keeping and cut ledger postings 
down to zero. There's no need to 
write separate check stubs, check 
registers and receipts. Envelope 
addressing is out. Even if you proc- 
ess hundreds of checks daily, cash 
book and purchase journal postings 
can be reduced to one a day, and 
you still have positive control. 

Todd Blue Streak Voucher 
Checks are made on Protod-Green- 
bac paper that defeats counterfeiting 
and alteration. Insurance guarantees 
this protection. 

Get the whole story on what 
Blue Streak Vouchers can do for 
your business and your accounting 
department. Mail the coupon today. 


COMPANY, INC. 


% 


ROCHESTER NEW YORK 
SALES OFFICES IN PRINCIPAL CITIES 


DISTRIBUTORS THROUGHOUT THE WORLD 
THE TODD COMPANY, Inc., 

Dept. C, Rochester 3, N. Y. 

Please give me full information about Todd Blue 
Streak Vouchers. No obligation on my part. 
Firm sina 


Address 


City Zone State 


C-11-51 
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WORKMEN‘S COMPENSATION 


Editors, THE CONTROLLER: 

I have read Mr. Harrell’s paper, 
“Workmen's Compensation—Controlled” 
(p. 364 August), with much interest, and 
I think his idea is sound insofar as it ap- 
plies to companies making prepayment of 
annual premiums on an estimated basis. 
Certainly through the use of cost records 
already being prepared, the cost of keep- 
ing the accrual would be nc gugible. 

In our case, we calculate the actual 
amount of premium due monthly and pay 
that amount to the carrier. We make our 
calculations at the time we make pay roll 
distribution. Through the use of IBM 
machines we accumulate the premiums by 
codes for reporting to the carrier. By mak- 


ing the payments monthly on an actual 
basis we are enabled to reduce the amount 
required to be deposited with the carrier 
to what amounts to an average month’s 
premium. In this way, too, we are enabled 
to make application of rate changes as they 
occur. 

M.H.O. 


REVIEW APPRECIATED 
Editors, THE CONTROLLER: 

I read with interest the book review by 
Harold H. Scaff on the recent publication, 
“Public Utility Accounting,” which was 
printed in the August issue of THE Con- 
TROLLER. 

R. R. LOGAN 
Toronto, Canada. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO e 


LOS ANGELES 





THE MARXIAN “WONDERLAND” 


Editors, THE CONTROLLER: 

I am enclosing a copy of Arizona Prog- 
ress which is prepared and published by 
the Valley National Bank, headquartered 
in Phoenix, Arizona. Allow me to call your 
particular attention to their lead article 
entitled, “Upon What Meat Doth Com- 
munism Feed ?”” 

I don’t know who writes these things 
but month after month for several years 
now I have been reading their little bul- 
letin and they have repeatedly hit a good 
many nails on the head! This present arti- 
cle, it seems to me, is worthy of wider dis- 
tribution and, if you agree, perhaps you 
can find a few column inches in an early 
issue of THE CONTROLLER for it. 


PAUL L. PEASE, Treasurer 
Walt Disney Productions 
Burbank, California 


The comments are pertinent and will hold 
interest for our readers as a supplement to 
the articles pertaining to Communism in our 
April and June 1951 issues. (See page 544 
of this issue.) Let it be noted that the treas- 
urer of Walt Disney Productions, who wrote 
the above letter, has knowledge of another 
“wonderland” much more enjoyable than 
that of Karl Marx: namely the currently dis- 
tributed "Alice in Wonderland,” a cartoon 
motion picture. No charge for that “plug,” 
Mr. Disney and Mr. Pease! 

—The Editors 


OUR “UH-HUH” COLUMN 
Editors, THE CONTROLLER: 

In your excellent editorial in the Sep- 
tember issue, “Mathematics by the Mil- 
lions,” you say there are 80,000 employes 
in the Bureau of Infernal (sic) Revenue. 
I knew the number is terrific but it is hard 
to believe that it is this super-stupid-colos- 
sal. 

Is your figure really right? It would 
mean that each employe on the average ex- 
amined 54 tax returns a year. 

E.J.R. 

The 80,000 employes figure came from the 
ever-reliable Associated Press. As to the 
spelling (or misspelling!) in the next-to-last 


word of the letter’s first sentence: uh-hub! 
—The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 
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Here‘s a time-saving, high- 
to post accounts receivable 


statement and original ledger in 

one simultaneous operation. 
Profit by faster, easier posting of 
double originals... release personnel 
for other office duties and cut costs 
by using this new SUNDSTRAND. 


Not only does it permit fast 


transfer at month-end or during posting run, 


but it allows open item stateme 


©1951 





Answer fo the office manpower problem 


...use the New Underwood Sundstrand 
Composite Model C-AR Accounting Machine 


speed way prepared at any time. And, it gives you 
— original automatic proof on every posting. 


balance 


nts to be 





1. 10-KEY KEYBOARD 
—simplifies operation 
2. AUTOMATIC COLUMN SELECTION 
—places decimal accurately 
3. FRONT FEED CARRIAGE 
— for complete visibility 
4. AUTOMATIC OPENING AND CLOSING 
OF FRONT FEED CARRIAGE 
—no manual operations 
3 DATE, FOLIO AND AMOUNT 
—in one operation 








6. FLEXIBLE DATE KEYBOARD 
—for month, day and year 
7. AUTOMATIC BALANCES 
—debit or credit 
8. AUTOMATIC REGISTER TOTAL 
—or sub-total 
9. FAST BALANCE TRANSFER 
—month-end or while posting 
10. OPEN ITEM STATEMENTS 
—prepared at any time 
11. automatic PROOF — on every posting 


Check These Outstanding Features: 





In addition, use this one flexible machine 
to completely prepare payroll, general ledger 
and accounts payable. 














Write for illustrated literature 
. ask for demonstration. 


Underwood Corporation 
Accounting Machines . . . Adding 
Machines . . . Typewriters... 
Carbon Paper . . . Ribbons 
One Park Avenue, New York 16, N. Y. 
Underwood Ltd., Toronto 1, Canada 
Sales and Service Everywhere 
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SOMETIMES WE WONDER iiiiizncsscnnncnncen eee 


when we are lining up the editorial content of an issue of THE CONTROLLER just how 
important this article is when weighed with that one, just how timely this subject will 
be when we come “off press” six weeks hence, just how helpful this author’s experience 


will be to a majority of our readers, and then. . . 


again, we are filled with wonder 


at the length of time our articles “stay alive” as is indicated by this group of letters 


received all in one week!—The Editors 


1950 . . . YEAR-OLD READERSHIP 


Editors, THE CONTROLLER: 

Please send reprint of the entire series 
on how to prepare a work distribution 
chart which is offered free to subscribers 
on page 561 in the December 1950 issue 
of your magazine. Thank you. 

S. H. RoBINSON 

Maxwell House Division 
General Foods Corporation 
New York 


1a wea . t 
Wahine 28, \ 
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Editors, THE CONTROLLER: 

I am interested in the application of 
work simplification techniques to library 
problems. I have seen listed the article by 
Jerome Barnum, “Directed Energy in the 
Office through Work Distribution Analy- 
sis,” which you have published (THE 
CONTROLLER — October-November-De- 
cember 1950) and note that the listing 
states that it is available as a reprint upon 
application. 








PUSH-BUTTON' MULTIPLICATION 
delivers rearmament figurework 


EASIER-FASTER-SURER 


FASTER — because Marchant’s mechanism 

performs at speeds ranging up to twice 

those of any other calculator 

EASIER — because Marchant saves 

the operator at least one step in 

every multiplication problem 

SURER — because Marchant is 

the only American-made 

calculator with dials for 

verifying the keyboard entry 

More than half of all calculator work 

is multiplication. Therefore, the obvious 

choice is the calculator that multiplies 

faster, easier, surer. Call the Marchant 
Man in your phone book—he'll 
prove it with a demonstration 

“Sg 0" your own work. 


a 


* PUSH-BUTTON MULTIPLICATION 

d Enter multiplicand in keyboard 
Answer appears simultaneously 
as multiplier is entered in Auto- 
matic Multiplier 


Mail this Coupon with your business letterhead to get our free 


GUIDE TO MODERN FIGURING METHODS 


UJ 
ILLUSTRATED BOOKLET ABOUT MARCHANT CALCULATORS [1] : 


] 
AMERICA’S FIRST 


MARCHANT CALCULATING MACHINE COMPANY : 


OAKLAND 8, CALIFORNIA 


I would appreciate it very much if you 
would send me a copy of the three articles. 
MArGaRET D. UrinGe, Head 
Interlibrary Service Department 
University of California 
Berkeley, Calif. 


Has any reader applied work simplifica- 
tion pointers to company libraries? We'd 
be interested in a letter. —The Editors 


1947 . . . EL SALVADOR 
Editors, THE CONTROLLER: 

Permission is requested to use the at- 
tached material by B. A. Hindmarch en- 
titled “Suggestion Systems,” which ap- 
pear in your June 1947 issue of THE Con- 
TROLLER. This material will be used as 
part of a training course given to Govern- 
ment employes of El Salvador under the 
sponsorship of the United Nations. 

An additional copy is attached which 
you may wish to pa with Mr. Hind- 
march. 

H. T. MILLER 

Direccién General de Personal 
Edificio Colén 

San Salvador, El Salvador, C. A. 


1945 . . . WAGE MANUALS 
Editors, THE CONTROLLER: 

We would like to secure a copy of the 
article, “Salary Job Evaluation and Ad- 
minstration,”” by A. W. Dold, published 
in THE CONTROLLER, Volume 13, pp. 
439-40, September 1945, for our Wage 
Manual Library. 

If you do not have this article available, 
could you direct us to another source? 
Thank you for your help in this matter. 

J. T. HUTSON 
General Electric Company 
Cleveland 


1951... ON FILE 
Editors, THE CONTROLLER: 

I am attempting to make a complete file 
of New York trade journals and would 
appreciate it if you would send me a cur- 
rent or back issue of your publication. 

J. H. BROWNELL 
Collingswood, N. J. 


CURRENT INTEREST IN EXECUTIVE 
EVALUATION 
Editors, THE CONTROLLER: 

The July issue of THE CONTROLLER in- 
cluded an article entitled ‘Executive Eval- 
uations Help Hold High Level Personnel” 
by Austin M. Fisher. Is it possible to re- 
ceive two or three reprints for our use as 
we are considering this general problem at 
present ? 

Ross R. RENNER 
The Patent Button Company 
Waterbury, Conn. 


This article was not made into a reprint 
but copies of THE CONTROLLER for July 
1951 are still available at 50¢ each. First 
come—first served! —The Editors 
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VICTOR CAN HELP YOU 


Increase Efficiency, Cut Costs! 






VICTOR CUSTOMS 
Available in 10-key or full keyboard. 
Total 999,999,999.99. Both models 
same size, weight and price. 
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Movable Decimal Marker Speeds Calculation 
Exclusive with Victor. Point off decimal places by 
pre-setting the marker. Eliminate counting columns 
on tape. Speeds calculating, multiplication, division, 
addition, and subtraction of decimal equivalents. 
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BEAUTIFULLY DESIGNED, ruggedly built Victor Customs add, sub- 
tract, multiply, divide, automatically compute credit balance. You 
can calculate with Victors. They cut operating costs by simplify- 
ing figure work and by saving you the extra cost of more expensive 
VICTOR CUSTOMS machines that need trained operators. . 

Available in hand or electrically operated models with totaling 7 
DO ALL THESE FIGURING JOBS capacities of eleven or nine columns. There are 42 basic models 


FASTER, MORE ECONOMICALLY: in the Victor line, from the utility models to those specially built 1 
for specific business problems. Call the Victor Branch or Author- } 





ized Dealer listed in your classified phone book . . . or mail coupon 


@ Invoice and remittance . 
below for FREE booklet, “The Secret of Speed.” 


handling 
® Collection and summary of 
gross premiums 
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Victor Adding Machine Co., Dept. C-1151 
Chicago 18, Illinois 


Please send free literature on the complete Victor line 


e Figuring operating and 
budget ratios 


aa RHONA Tha 


@ Preparing profit and loss 


























Chicago 18, Illinois 


The World's Largest Exclusive 
Manufocturers of Adding Machines 





' 
' 
7 
' 
' 
H 
33 YEARS OF ; et. “T . : ” : 
statements and free booklet, “The Secret of Speed,” showing 1 
uauty RecoomTion how the new Victor Customs do many calculating ' 
e101 other figure problems Tas Weetn over jobs as well as adding machine work, : 
peculiar to your business ; ' 
‘ NAME H 
° ' 
. COMPANY NAME ig : 
CHINECO, | 1° 
VICTOR ADDING MA ee ' 
! CITY... STATE n 
8 ' 
H i 
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The Season for Planning 
Corporate Reports Is Here 

Do the majority of corporate reports neglect the first 
logical step in bringing information to stockholders? 

The 35th Annual Report of California Packing Corpora- 
tion tries to fill an important gap in stockholder informa- 
tion by using text and charts pertaining to*(1) the relation- 
ship of the company’s growth to that of the industry, (2) 
the relationship of the industry's prices vs. all food prices. 
(A third point which might have interested stockholders— 
the trend of canned food volume vs. frozen foods—was not 
dealt with, but there may have been reasons for this. ) 





GROWTH OF THE U.S. CANNING INDUSTRY 
AND CALPAK 


index numbers of volume of sales 1935-39=100 
































S hte 
0 1935-39 
AVERAGE 


tare 


1946-47 1947-48 1948-49 1949-50 1950-51 
(€s1.) 


Charts courtesy of California Packing Corporation 


It is easy for a corporate executive, close to trends in his 
industry, to forget that stockholders are not as current on 
this type of background information. They must presum- 
ably keep abreast of interests in a number of lines. 
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What background do your stockholders need? Is the aver- 
age layman who holds stock in your company able to relate 
your product to the total picture of the American economy? 
For one thing, the report could well start by telling what 
the company does for a living. The extreme case is typified 
by a report we received recently from a company making 
automotive parts (we happen to know). At no place in the 
report is it possible to discern what the company makes, nor 
is the corporate title such as to give any clue. 

The question might be asked, ‘Does attention to such 
matters do the company any good?” Let us disregard the 
argument that it is the duty of management to maintain the 
respect and good will of the investing public. Certainly this 
type of background knowledge cannot damage the demand 
or market price for a company’s securities. 





j 
RETAIL FOOD PRICES IN RECENT YEARS 
ALL FOODS VS. CANNED FOODS 
Index numbers, 1943-45 = 100 
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The Banker's Glass Eye Softens 

A large bank, after taking a public-relations-eye view of 
itself, has been issuing circulars to various categories of its 
employes that may be of interest to many a controller whose 
employes at some point come in contact with the public— 
especially the customers. A memorandum addressed to the 
members of the bank’s auditing staff says in part: 

Our customer is the most important person ever in this 
bank—in person, by mail, or by telephone. 

Our customer is not dependent on us—we are depend- 
ent on him. 

Our customer is never an interruption of our work— 
he is the purpose of it. We are not doing him a favor 
by serving him—he is doing us a favor by giving us the 
Opportunity to do so. 

Our customer is not someone to argue with or match 
wits with. Nobody ever won an argument with a customer. 
In accord with good advertising principles, the bank 

realizes that one memorandum does not do the job, and 
keeps them coming at intervals. 
Would any of the banks you deal with profit by this? 
—WALTER MITCHELL, JR. 








Watch job satisfaction 
hit a new high with 
Royal Electric. Typewriters! 





“I feel fresh as a daisy...” 
:“‘Look at these beautiful letters...” 


“Greased lightning is slow compared to the work 
I turn out...” 


Such typical comments from typing personnel 
mean job satisfaction hits a new high with a 
“Bong!”’ And why not? 


On the Royal Electric Typewriter electricity 
does the work. At the end of the day the operator 
has expended only a trivial amount of energy. 
Fatigue is virtually banished. 


No psychiatrist is needed to point out how the 
Royal Electric Typewriter can heighten morale 
and keep hard-to-get typing personnel from 
changing to other jobs. 





Nor is a cost tant y to explain 
how increased production . . . more work, better 
work, in less time . . . lowers office costs. 


However — it does need ourselves to say this: 
“The Royal Electric Typewriter is the Royal 
Standard Typewriter with power added. Like 
Royal Standard, it is made by the world’s largest ‘3 <> 
manufacturer of typewriters. Royal makes the oe 
most rugged, most dependable writing machines 
ever built. They stay on the job longer . . . with 
less time out for repairs.” 





This precision-built piece of equipment can 







help you—lots. It belongs in your office. 
H 
STANDARD ¢ PORTABLE ¢ ELECTRIC } 
Made By The World’s Largest Manufacturer Of Typewriters i 


MAIL TODAY! | 
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Royal Typewriter Co., Inc. 
Dept. 57 
2 Park Ave., New York 16, N.Y. 








I would like a free copy of the brochure, “Picture 
of Progress,” describing the new Royal Electric. 
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Four Americans=Eight Nationals 
on an Engineering Project! 


What a complex insurance situation this creates, 
as they move through hazardous terrain in a 
foreign country! 


First their American employer must consider 
his responsibility under Workmen’s Compensation 
laws. If an accident happens, medical, surgical, 
hospital bills, weekly indemnities and scheduled 
lump-sum awards may prove to be a staggering 
blow. These are the laws with which the employer 
may be involved: 

(a) Laws of Employer’s State 
(b) Laws of His Employees’ States 
(c) Laws of the Nationals’ Countries 


(d) Laws of Foreign Country Where 
Accident Occurs 


But that isn’t all. The employer’s automobile 
must be covered to conform to the strict liability 
laws of foreign countries. General public liability 
insurance also may be required. 

Then if sound business practices are followed, 
his equipment, instruments and other properties 
should be protected by insurance. 

Whatever your foreign operations entail—prop- 
erty, machinery, raw materials, finished goods— 
sound American insurance protection can be pro- 
vided through the American Foreign Insurance 
Association—protection that will fit your problem 
and will conform to the complexities of foreign laws. 

The international know-how and _ world-wide 
facilities of AFIA are available to you through 
your local agent or broker. See him! 


AMERICAN FOREIGN INSURANCE ASSOCIATION 


161 WILLIAM STREET ¢ NEW YORK 38, NEW YORK 
CHICAGO OFFICE: INSURANCE EXCHANGE BUILDING, 175 WEST JACKSON BLVD., CHICAGO 4, ILLINOIS 
SAN FRANCISCO OFFICE: MILLS BUILDING, 220 BUSH STREET, SAN FRANCISCO 4, CALIFORNIA 
WASHINGTON OFFICE: WOODWARD BUILDING, 733 15th STREET, N. W., WASHINGTON 5, D. C. 


Gemeente INSURANCE 


COVERAGE IN 


FOREIGN LANDS 








The Penalty for Efficiency 


Paul D. Foote 


HE POPULATION of this country may be 

divided into three classifications: the 
producers, the service personnel, and the 
parasites. Our ph ye living is de- 
termined by the national productivity, that 
is, by the work of the producing class. It 
can be raised by more efficient operation 
through technology, scientific develop- 
ment, and the accumulation of knowledge 
leading to new discoveries in the produc- 
tion and utilization of energy. But off- 
setting the trend toward increased eff- 
ciency through the application of advanced 
engineering principles are the so-called 
social reforms that, however apparently 
desirable from a humanitarian point of 
view, all trend ultimately toward the low- 
ering of the efficient functioning of our 
economy. 

It can be shown by a quite elementary 
mathematical analysis that we have al- 
ready passed the peak of economic effi- 
ciency in that we have too large a pro- 
portion of our population in the service 
group, to say nothing of the drain occa- 
sioned by the parasites such as the racket- 
eers, and the criminals, and the unfortu- 
nate nonproducers such as the sick and 
the insane. We are subjected to too much 
regulation by supervisory and service bod- 
ies that make no contribution to produc- 
tion, but abstract from the economy an un- 
due share for their maintenance. 

One of countless examples that might 
be cited in this regard is the trend in pub- 
lic pay rolls. In 1900 one employed per- 
son in 23 worked for the Government. 
Today the ratio is one to eight, and is still 
increasing. Annual tax collections to sup- 
port federal, state, and local governments 
now amount to $71 billion plus deficit fi- 
nancing of perhaps $16 billion, a total of 
$87 billion, or more than the annual in- 
come of the entire country for the early 
1930's. Much larger taxes are being pro- 

sed. 

Throughout history every country with 
a tax rate exceeding 25% of gross na- 
tional income has crashed. The only excep- 
tions to this statement are England and 





United States, both of which are certainly 
in an unsatisfactory fiscal position. Gov- 
ernment, instead of being a servant to the 
public, is becoming its master. If pres- 
ent-day philosophy continues to persist, 
whereby the ever-increasing group that 
plays no role in creating wealth shall 
share equally with those who do con- 
tribute to the economy, we must radically 
improve the efficiency of our operations in 
sk to carry the free riders, or resign to 
eventual catastrophe. 

Impairment of our industrial efficiency 
not only lowers the standard of living but 
places a heavy penalty on our ability to 
defend democracy against aggression, both 
here and abroad, and even hazards na- 
tional safety. Wars are won by applying 
the principles of technology to efficient 
mass production. Any deterrent to indus- 
trial efficiency, in peace or in war, is a 
fifth-column agency. 

In spite of these obvious facts, we are 
so inured to the propaganda of the unin- 
formed reformers that we accept without 
protest the insidious attacks on the eco- 
nomic processes that have resulted in 
creating our powerful nation with the 
highest standard of living in the world. 
We are following in the footsteps of 
Great Britain, notwithstanding that Brit- 
ish economy has been existing on the dole 
furnished by our own country. 





SO-CALLED SOCIAL REFORMS 


One of the first so-called social reforms 
was the graduated income tax. Obviously, 
a man is paid a high salary because he is 
an efficient producer. If he is not worth 
his salary, if he does not render more than 
value received, he loses his job. 

The benefits he gains from a paternal 
government, however, certainly do not 
represent, on a percentage of salary basis, 
a larger share than those received by the 
low-salaried employe; actually his benefit 
rate is lower. Yet on the theory of ability 
to pay he is unmercifully and unreason- 
ably assessed. 

With every emergency his tax rate is 
temporarily increased, and there is noth- 
ing, except a government deficit, more 
permanent than a temporary increase in 
tax rates. Through a graduated income 
tax, the net return to an efficient producer 
is not materially greater than the net re- 
turn to the less progressive, less efficient 
individual. 

Similar objection can be raised against 
unreasonable corporation taxes. The only 
merit that the so-called excess profits tax 
possesses is its attractive nomenclature ap- 
pealing to the uninformed public. Actu- 
ally it has never been possible to define 
excess profit in an equitable manner and 
all regulations so far proposed penalize 


DR. PAUL D. FOOTE is vice president of the Gulf Oil 
Corporation and the Gulf Refining Company and executive 
vice president and director of Gulf Research & Develop- 
ment Company, Pittsburgh. He is past president of the 
American Physical Society; past vice president of the Wash- 
ington Academy of Sciences; and a member of numerous 
engineering and technical organizations. He is an officer 
of the National Research Council, advisor to both Army 
and Navy Ordnance, and the author of several technical 
books and some 150 scientific publications and patents. 
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small and growing corporations, contrib- 
ute to inflation, and strangle efficient pro- 
ductive effort, besides being almost im- 
possible to administer.1 An expanding 
organization with a 75% tax rate or more 
now under consideration would be han- 
dling 25¢ dollars and could therefore 
indulge in roulette at Monte Carlo or 
similar gambling, instead of devoting its 
effort to technological improvements for 
the benefit of the consuming public. 

In the labor field, efficiency has been 
penalized even more drastically by re- 
quiring a uniform-wage scale and senior- 
ity rights for promotion, regardless of 
capability or desire for demonstrating in- 
creased personal efficiency on the job. In 
fact, the wage earner’s output is definitely 
regulated by uniform production stand- 
ards. It would not be wise for a bricklayer 
to lay as many bricks today as were laid 
by his father or grandfather. Feather- 
bedding and slow-downs are recognized 
labor practices familiar to everyone. They 
result only in lowering the efficiency and 
productivity of the nation, adding to the 
army of drones that must be supported by 
the workers. 

The power of an overdeveloped and 
effectively organized service group is well 
illustrated by the recent strike of milk 
truck drivers in the western Pennsylvania 
area. These men who deliver bottles of 
milk to our homes have no investment 
whatever and little training, the trucks 
and all equipment being furnished by the 
marketer. Their monthly return for serv- 
ice is much greater than the net income of 
the farmer who produces the milk, who 
works longer hours, and who must have 
a capital investment in his dairy farm av- 
eraging from $20,000 to $30,000. This 
condition is typical of almost any product 
where organized labor is responsible for 
its distribution. 

In our country there are around four 
million operating business firms. Some 
are large and some are small. All are es- 
sential to the economy, and many of the 
prosperous small businesses owe their ex- 
istence, in part at least, to sale of their 
products to the larger corporations on a 
subcontractual basis. Big business and 
little business form an integrated unit and 
each would find itself more or less helpless 
without the other. The unfortunate situa- 
tion in the minds of some of our Wash- 
ington economists and reformers, how- 
ever, is the fact that a small business eff- 
ciently managed often grows into a big 
business. This, it is said, is monopolistic 
and bad, so special restraining and pe- 
nalizing regulation is required. 


* Report of Committee on Federal Tax Policy, 
1951. Fred R. Fairchild, Rowland R. Hughes, 
Walter A. Cooper, Thomas N. Tarleau and 
Roswell Magill, chairman, 50 West 50th St., 
New York City. 
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the public as it is only through the cooper- 
ative effort of investors that the necessary 
capital can be raised to incorporate the 
latest technological and engineering de- 
velopments for mass-scale production. In 
return the investor is entitled to some con- 
sideration in sharing the profits of the 
enterprise even though most of the gross 
income is required for labor and in an 
ever-increasing degree for the support of 
the Government through taxation. Finally, 
the mere fact that a manufactured product 
requires a heavy plant investment, thus 
classifying the enterprise as big business, 
does not assure a promising future. Suc- 
cess depends solely on efficient manage- 
ment and operation, and upon consumer 


THE WHY OF “BIG” BUSINESS 


Actually there are two good reasons for 
the existence of big business.? One is the 
simple fact that the company through 
efficient operation is able to supply the 
public with a desirable product at either 
a lower price for the same quality (not- 
withstanding the Robinson-Patman Act), 
or a higher quality for the same price, 
than its competitors. Demand increases, 
factory facilities must be expanded, and 
the corporation growth is determined 
solely by customer demand and satisfac- 
tion. No corporation could grow if it did 
not have consumer acceptance. We have 
not progressed (nor retrogressed) far 
enough as yet in a regulated and planned 


BUSINESS LEADERSHIP 
What the leaders of the business world think and do tends 
to set the fashion and mold the ideas of businessmen gen- 
erally, according to a Twentieth Century Fund study. In 
terms of effective power, the men at the helm of big busi- 
ness generally exert an influence far greater than that di- 
rectly stemming from the productive assets they control. 


acceptance of the product in a competi- 


economy that products can be forced upon 
tive market. 


an unwilling public. 

The second reason for big business is 
large scale mass production with its re- 
sulting lower costs. This requires tremen- 
dous capital investment. A psi mg oil re- 
finery, steel plant, or automobile manu- 
facturing establishment may involve the 
expenditure of several hundred million 
dollars. All processes must be highly 
mechanized with every possible automatic 
feature and safety precaution. The very 
nature of the enterprise means capital that 
is out of the range of small business, yet 
thousands of small businesses participate 
in supplying the special requirements of 
these major industries. 

General Electric buys from 31,000 small 
businesses and sells through 200,000 in- 
dependent dealers. U.S. Rubber buys from 
12,000 suppliers and sells through 37,000 
independent businesses. Half of the value 
of General Motors entire output is spent 
with small firms that supply special parts 
and materials. Gulf Oil receives supplies 
from 50,000 dealers, not counting a very 
large group of oil-producing property 
owners, and it markets its products 
through 34,000 independent merchants, 
many of whom are prominent businessmen 
in their communities. 

Furthermore, the stock ownership of all 
large corporations is widely distributed to 


BIGNESS—A NATIONAL TARGET 


Now the moment a business, through 
efficient operation, grows large, usually 
meaning a magical figure of more than 
500 employes, it becomes a national target 
for political propaganda, investigation, 
and discriminatory legislation. There are 
over 6400 such establishments in this 
country, many of which are under fire. 

Costly and time-consuming litigation 
is being brought against most of the major 
corporations on the charge that they are 
monopolistic. The simple dictionary sig- 
nificance of monopoly means that one 
business has cornered the supply of some 
product, and has raised its prices above a 
level that would prevail in a free compet- 
itive market, and that the business re- 
stricts production in order to maintain 
these prices. 

The Sherman Antitrust Law was passed 
60 years ago to cure such evils, but it has 
been so often amended and reinterpreted 
by the Courts that the original purpose of 
the law is almost obscured. Before the 
New Deal, a corporation to be judged 
guilty of monopolistic abuse had to exer- 
cise predatory practices, such as squeezing, 
scaring, buying off competitors, and stabi- 
lization of unfair high prices. 

Now, to be guilty, one must only possess 
theoretical power sufficient in the opinion 
of the Court to be able to be monopolistic, 
even though such power were never exer- 
cised. It is like convicting a citizen of 


* Big Business and Small Business: A Case 
Study. Robert Schlaifer, Harvard Business Re- 
view, 28, No. 4, pp. 97-108, 1950. 
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murder because he owns an automatic, 
since a gun is a possible source of destruc- 
tion. 

In 1945, the Court? ruled: [The Alum- 
inum Company] “‘insists that it never ex- 
cluded competitors; but we can think of 
no more effective exclusion than progres- 
sively to embrace each new opportunity 
as it opened, and to face every newcomer 
with new capacity already geared into a 
great organization having the advantage of 
experience, trade connections, and the 
elite of personnel.” 

In other words, the enterprising and 
efficient organization ready to meet any 
national emergency should be penalized 
in every possible manner. The defense and 
winning of this suit over many years cost 
the Aluminum Company millions of 
dollars, money that if not expended for 
legal defense might have been used for 
further technological development and its 
resulting lower costs to the consumer. 

The Supreme Court opinions on anti- 
trust litigation are almost exclusively con- 
cerned with the fear that some inefficient 
competitor might not be able to enter the 
field. Its primary concern should be with 
the protection of the consuming public by 
encouraging the highest quality products 
at the lowest possible costs, which was cer- 
tainly the intention of the original Sher- 
man Act. Thus, the monopolistic crime 
today is price-cutting and violation of the 
Robinson-Patman Act that was a frank at- 
tempt, as in NRA days, to protect brokers, 
wholesalers, and independent retail grocers 
against cost-cutting and __price-cutting 
methods of the chain stores. Yet in the re- 
cent criminal suit against the A & P, the 
technical charge is violation of the Sher- 
man Act, whereas the actual offense is 
the approval given by the consuming pub- 
lic to the low prices and high-quality 
products of the efficient chain store enter- 
prise. 

In the suit against Du Pont, the com- 
pany is accused of reducing the price of 
cellophane 21 times in recent years as 
manufacturing efficiency was increased 
through research, technology, and plant 
development. And to make the monopoly 
problem more confusing than ever to the 
layman, Du Pont, a leading chemical man- 
ufacturer, has been cited to cease and de- 
sist the production of tetraethyl lead, a 
necessary addition agent for antiknock 
gasoline, when it has been possible to in- 
duce only one other company in America 
to manufacture this difficult chemical in 
5 a0 of access to patent rights and pro- 

uction techniques. Du Pont was the 
pioneer manufacturer and until recently 
sole producer of this important chemical. 

Factual evidence for monopoly by in- 
dustry under the Sherman Antitrust Act 


* Business and the Antitrust Laws. Harold 
Fleming, Harvard Business Review, 28, No. 3, 
pp. 97-102, 1950. 

*Suit filed by Federal Government in Chi- 
cago, June 30, 1949. 


simply does not exist today. The larger 
companies are not growing faster than 
the population, and the smaller companies 
are increasing at a more rapid rate. Most 
of the major corporations enjoy a smaller 
percentage of their particular markets than 
they experienced one or two decades ago. 
For example, there are 30,000 more indi- 
vidually owned grocery stores in business 
today than there were ten years ago, and 
the A & P is now competing against 275 
food chains that did not exist in the past 
decade. The A & P’s share of the food 
business is 614% of the total today, 
whereas it was 1114% in 1933. Similarly, 
during the prolonged government attacks 
on the major cigarette companies, the 
business of the independent competitors 
increased by a factor of three.3 

Big and little business is not only com- 
petitive within itself, but also industry- 
wise. There is strong competition between 
the coal, oil, and gas industries; between 
the cotton and paper bag industries; the 
telephone and telegraph industries; the 
air transport, rail and truck companies. 
The corporations, as well as industries, 
that encourage research and technology in 
order to secure higher operating efficiency 
and lower costs to the public have been 
responsible for increasing the standard of 
living of every American citizen. The 
more progressive any particular unit, the 
more concentrated is the attack of the 
Washington reformers. 


AND WHAT ABOUT “SMALL” BUSINESS? 
One favorite method of preferential 
treatment for the inefficient is govern- 


mental subsidy. Countless government 
contracts are awarded to concerns at a 
favorable price differential above that for 
which the same product could be secured 
from more efficiently operated industry. 

Philip Murray® advocates for these 
marginal producers, government loans at 
low interest rates, the furnishing of re- 
search and consulting services without 
charge, general subsidies, government con- 
trol and licensing of all patent rights, fed- 
erally operated pilot plants to improve 
their commercial processes, extension of 
facilities of the type of TVA without re- 
gard to economics, prevention of mergers 
of a small and large corporation, prohibi- 
tion of international industrial agreements 
and exchange of technical information, 
and many other so-called reforms, all of 
which are receiving attention from Con- 
gressmen solicitous of the labor vote. The 
direct subsidies paid by the Government 
now amount to several billion dollars an- 
nually, and obviously are a penalty tax 
upon the efficient producer to maintain 
the inefficient. 

Labor's argument for this type of en- 
couragement of the inefficient is that it 
keeps up employment. The same argument 
has been advanced, since time immemorial, 
against every technological improvement 
resulting in greater industrial efficiency. 
Lao-Tze of China, in the sixth century 
B.C., objected to the taming of horses 
because it threw coolie labor out of em- 
ployment. When he could bear it no 


*How Big Is Big Business?, CIO Depart- 
ment of Education and Research, 1949. 


THE NEED FOR ECONOMIC COMMUNICATION 

“Much of today’s thinking runs of necessity along mili- 
tary lines. But the struggle between the western democracies 
and communism is basically ideological, and we must not 
allow its military aspect to obscure this fact. 

It is a grave error to regard communism as a conspiracy 
of an unscrupulous clique to atiain mastery of the world. 
Such a clique exists but its power derives from its abilit) 
to harness the idealistic impulses of man. 

To strive for peace in the world, for justice in distributing 
incomes, for higher living standards, for security of job and 
home, for protection against the ravages of disease and old 
age—these are natural expressions of present-day culture. 

Communism has made headway by promising the millen- 
nium to an anxious and hungry world, while exploiting our 
every shortcoming and diverting attention from our con- 


structive achievements. 


Over a large part of the earth informed economic com- 
munication has broken down, and one of the most vital 
needs of our time is to find the means of reconstituting it. 

Dr. ARTHUR Burns, Research Director, 
National Bureau of Economic Research 
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longer, he left China and disappeared 
from history, thereby setting a good ex- 
ample for his modern emulators. 


THE SO-CALLED “SECURITY” BENEFITS 

The sociological emphasis today is 
upon economic security and, as is charac- 
teristic of most New Deal philosophy, 
exactly the opposite goal will be attained. 
We are headed for economic insecurity. 

Peter Drucker® has discussed the mirage 
of the pension situation. ‘The one thing 
absolutely certain about the pension con- 
tracts of the past few months is that they 
will not stay in force very long.’’ Most 
pension systems are on a pay-as-you-go 
basis, money set aside from current profit 
being just sufficient for carrying charges. 
Any recession would wipe out available 
funds, as was the case when the coal min- 
ers switched from a five-day to a three- 
day week. 

A funded pension system is the only 
guarantee of security, but except for a 
few companies with substantial cash re- 
serves, this requires an impossible invest- 
ment. Most companies would have to set 
aside from $3,000 to $10,000 per em- 
ploye, depending upon the average age of 
the entire force, and then make annual 
contributions to provide a pension of $100 
per month at age 65. Even if this were 
financially possible for all industry, the 
problem of investment of the funds arises. 

If the funds were invested in the com- 
pany’s stock (or for all industry, the 
stock of each other’s company) it would 
not be a reserve at all, but in effect simply 
the company’s IOU. If the funds were in- 
vested in government securities, it would 
produce credit inflation, lowering the pur- 
chasing power of the annuity, and result- 
ing in a demand for a higher dollar re- 
turn. In any event the money available for 
pensions is an ultimate direct or indirect 
deduction from the earnings of the work- 
ers—the funds are not created out of thin 
air. Today we have one man or woman 
over 65 for every seven or eight people of 
working age. By 1975 we shall have one 
person over 65 for every four of working 
age. This would appear to be an almost 
impossible drain on national productivity. 
For a high standard of living and eco- 
nomic efficiency, some means must be de- 
vised whereby willing, able and healthy 
elderly people can contribute to the econ- 
omy. 


THE INFLATIONARY SPIRAL 

The diversion, under social reforms, of 
personnel from the productive class to 
the service and parasite classes, and the de- 
mand of labor for constantly increased 


*The Mirage of Pensions. Peter F. Drucker, 
Harper's, pp. 31-38, February 1950. 
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wages to exceed rising costs of living, 
have more than offset the improvement in 
efficiency and productivity arising from 
technological facta Hourly labor rates 
have increased by a factor of eight during 
the past half-century, and since labor rep- 
resents the major ultimate cost of any 
commodity, we are in an inflationary 
spiral. This is appreciated by those who 
purchased Government Savings Bonds 
only ten years ago. The $750 necessary 
for the purchase of a $1,000 bond a dec- 
ade ago would have paid for a good auto- 
mobile. Today the same car requires two 
fully matured bonds for its purchase. 
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Depreciation of the value of the dollar, 
while easing the liability for meeting in- 
terest on the huge government debt, and 
which no doubt has been encouraged with 
this object in view, discredits all forms 
of security, such as bank savings and in- 
vestment life insurance, and places an un- 
due penalty on corporate financing. 

Improvement of industrial efficiency, re- 
sulting from research and technological 
advance, requires huge capital expendi- 
tures. The normal amortization funds are 
hopelessly inadequate for this purpose 
during an inflationary period. 

For example, the amortization allowed 
by the Government for tax purposes and 
by recognized accounting practices, in the 
steel industry alone, is annually perhaps 
$300 million less than the actual amortiza- 
tion based on present costs. The officially 
reported profits therefore should be re- 
duced by this amount each year merely to 
replace plant equipment, not to mention 
new investment necessary for reducing 
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technological discoveries to practice, for 
which capital is required either from 
profit or fresh investment funds. In fact, 
it is probably true for all industry with 
heavy plant investment that during the 
past few years actual amortization based 
on present replacement costs, and not rec- 
ognized by current accounting procedure, 
has approached reported profits. 

Spiraling costs place a hidden penalty 
on all progressive organizations, the im- 
e of which is demonstrated when it 
ecomes necessary to replace building and 
plant equipment. Heretofore recessions 
have corrected this condition, but it now 
appears that the trend of rising costs will 
be continual. The policy of deficit financ- 
ing is destined to be a permanent govern- 
ment procedure for encouraging this spi- 
ral. 


THE ANTITRUST PENALTY 

Another serious penalty on industrial 
efficiency is the uncertainty of Supreme 
Court decisions and reversals of opinion, 
changing interpretations of the Bederai 
Trade Commission regulations, new gov- 
ernment rulings without forewarning, and 
volumes of antitrust laws which are ir- 
reconcilable with each other. Supreme 
Court Justice Jackson, when he was in 
charge of the Antitrust Division of the 
Department of Justice, said: “It is im- 
possible for a lawyer to determine what 
business conduct will be pronounced law- 
ful by the Courts. This situation is em- 
barrassing to businessmen wishing to obey 
the law and to government officials at- 
tempting to enforce it.” 

Lowell Mason, former chairman of the 
Federal Trade Commission and a Truman 
appointee, says: “American business is 
being harassed, bled, and even _black- 
jacked under a preposterous crazy-quilt 
system of laws, many of which are unin- 
telligible, unenforceable, and unfair. I 
say this system is an outrage. To be bru- 
tally frank, it smells.” 

To such comments from his own associ- 
ates, Attorney General J. Howard Mc- 
Grath replied before International Rotary 
that he sees no merit in proposals to 
clarify or codify the antitrust laws.7 He 
claims codification would limit interpreta- 
tion in a dynamic and changing economy. 
He prefers the present uncertainty and 
chaotic conditions. It obviously makes jobs 
for the legal profession. 

One of the most vicious attacks on big 
industry is the attempt to break up inte- 
grated corporations on the grounds that a 
nonintegrated company handling a similar 
product is not able to compete in the open 
market. Integration is an efficiency measure 
of management that eliminates unneces- 


* Address published in Proc. 41st Annual Ro- 
tary Convention, Detroit, pp. 40-46, 1950. 
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1! tap MANAGEMENT AND LABOR are seeking the best 
method of solving the retirement problem. A real 





measure of financial security is the goal, but there is 
no standard method for achieving this goal. The great 
variation in earnings and working conditions in 
companies and trades create the need for different 
approaches to the common problem. 

Our Pension Trust Division has acquired a unique 
experience in developing all types of pension systems l 
for a great number of trades and businesses. This ex- 


perience can be invaluable in working out a pension 





plan to fit the income and employee benefit require- 
ments of your company. We shall be glad to discuss 
with you any pension problem you may have, including 


pension costs. No obligation whatever. 


Write or call the ; 
xo PENSION TRUST DIVISION, 
The National City Bank of New York 
and 
City Bank Farmers Trust Company. 
Ask for our Pension Booklet C4, 


WE ACT AS TRUSTEE UNDER 
PENSION AND PROFIT-SHAR- 
ING PLANS AND AS AGENT 
FOR INDIVIDUAL TRUSTEES. 







CITY BANK FARMERS TRUST COMPANY 


HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 










Organization of 
Accounting-Finance Research: 


the du Pont Approach 


J. C. Dauis 


IN T 8. 0 DC T-T-O-N 
In discussing how one corporate mem- 
ber of industry organizes for and conducts 
“research” in subjects relating to account- 
ing, and perhaps finance, I should make 
it clear that my company depends heavily 
upon its research in chemistry and engi- 
neering and spends large sums annually 
for these purposes, but this is research 
along scientific lines and has not estab- 
lished a precedent for similar broad ac- 
tion as regards research relating to the 
multitudinous problems surrounding the 
administrative function of accounting. 

In chemistry and in the field of engi- 
neering, research falls into two broad cate- 
gories: fundamental research and applied 
research. Fundamental research is pure re- 
search for the sake of gaining abstract 
knowledge without specific or commercial 
objective—in law it would be called a 
“fishing expedition" —whereas applied re- 
search takes place when existing scientific 
knowlege is organized and directed toward 
a specific product, improvement of prod- 
uct, or process goal. 

It has not been my experience that in- 
dustry often indulges in pure research in 
accounting subjects. For the most part, in- 
dustry research in this field is aimed in the 
direction of solving specific problems. In 
this sense it could be said that industrial 
research in accounting subjects is not re- 


search at all, but rather consists of specific 
studies for the purpose of assembling facts 
and knowledge needed to reach decision 
upon an existing or anticipated problem. 
Certainly that is the case in my company 
and department. 

As a preamble to specific comment upon 
our research in accounting, I should review 
with you the organization of du Pont Com- 
pany as it relates to responsibility for mat- 
ters involving accounting and finance. 

The Board of Directors appoints from 
among its members several permanent 
committees. The two with which we are 
here concerned are the Finance Committee 
and the Executive Committee. These two 
committees direct the business affairs of 
the company at the policy level: the Execu- 
tive Committee dealing with operations 
and the Finance Committee dealing with 
finance. 

The Treasurer is the officer responsible 
for accounting and finance at the adminis- 
trative level and he reports to the Finance 
Committee. The Treasurer's immediate 
staff consists of several Assistant Treas- 
urers, the Comptroller, Internal Auditor, 
Credit Manager, and Manager of Dis- 
bursements. 

The manufacturing and sales functions 
are divided into 10 industrial departments, 
each headed by a general manager. Cer- 
tain cost accounting work is done in these 
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T. C. DAVIS, treasurer, E. |. du Pont de Nemours & Com- 
pany, joined the company in 1934 as manager of the Tax 
Division. Prior to that he served on the comptroller’s staff 
of International Telephone and Telegraph Corporation 
and as senior accountant with the Panama Canal Zone 
Government. Mr. Davis, a C.P.A., is a member of Control- 
lers Institute and for some years was a member and presi- 
dent of the Delaware State Board of Accountancy. He has 
also been an instructor of accounting at Columbia Univer- 
sity and the American Institute of Banking, New York City. 
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departments by personnel responsible to 
the General Manager, but all such account- 
ing is performed according to principles 
established by the central accounting de- 
partment. 

The Comptroller, who under the Treas- 
urer is directly in charge of the central ac- 
counting department, obtains adherence 
to accounting principles and standards 
through the work of cost auditors who 
keep the cost accounts under constant re- 
view with written report thereupon to the 
Comptroller. 


* * * 


W! HAVE FOUND Ir exceedingly diffi- 
cult to organize for research in ac- 
counting and have found it equally difficult 
to find men with outstanding qualifications 
for this type of work or to effectively train 
staff for the work. As you know, the quali- 
fications for effective accounting research 
are: 

1. A well-trained, well-balanced, imagina- 
tive and inquiring mind; 

2. Above average familiarity with litera- 
ture and thought in accounting and finan- 
cial subjects; 

3, Capacity for clear expression both writ- 
ten and oral; and 

4. First-hand experience of company prac- 
tices to facilitate the accumulation and in- 
terpretation of background. 


THE RESEARCH ATTITUDE 

The inspiration in this kind of work has 
to come from a mental attitude that will 
not be satisfied until adequate contribution 
can be made to a specific study in terms of 
either ability to enhance abstract under- 
standing which can be practically applied 
or a better method of doing a job, or both. 
Oftentimes it is difficult to see concrete 
results of one’s work in research and this 
contributes to difficulty in finding staff per- 
sonnel peculiarly fitted for these assign- 
ments. Apparently training in accounting 
—either academic or through the routine 
of work experience—produces more men 











interested in the “rough and tumble’of-a 
day's work, with an observed production 
output, than men with a zest for research. 

The greatest need for handling account- 
ing research effectively (as is the case in 
other kinds of work) is, of course, the best 
possible utilization of personnel. Avail- 
able talent and capabilities must be placed 
where they are most effective. Employes 
with ability and imagination must be as- 
signed to the right places so they will have 
Opportunity to grow into greater useful- 
ness. If this is done, the need for account- 
ing research is proportionately reduced, 
many problems are solved at the source, 
difficulties are corrected as they arise, and 
before they become acute, because changes 
in work procedures are made as necessity 
therefor is shown in day-to-day work. Cur- 
ing these ills as they occur prevents an 
accumulation that may later require a ma- 
jor operation which must be preceded by 
a study or research project in order to avoid 
a misstep in corrective measures that will 
aggravate rather than improve the situa- 
tion. 


THE ABILITY TO COMMUNICATE 

The results of a large proportion of our 
accounting research work must reach the 
Committee level for information, consid- 
eration, and in some instances, final deci- 
sion between two or more possible lines of 
approach in dealing with the problem un- 
der study. 

Thus is brought into focus the need for 
competent attention to the form of presen- 
tation (reports, graphs, charts, etc.), the 
completeness of information, and the 
clarity of expression, which assumes great 
importance. 

No assumptions can be made that Com- 
mittee members are fully informed on the 
subject under presentation, but rather it 
should be assumed, in making reports of 
this kind,*that Committee members must 
lean almost entirely upon the data in the 
report in reaching any conclusions required 
of them. 

These requirements point up again the 
importance of imagination and sound basic 
training in the staff personnel who do ac- 
counting research work and who, through 
the medium of recommendations and sug- 
gestions, make important contribution to 
the course of future actions in the specific 
fields in which research work is done. 

We have not found it possible to place 
all accounting research in one unit whose 
responsibility it would be to do all of the 
research which confronts the Treasurer's 
department. While we do maintain a 
methods unit under the Comptroller, this 
group is primarily concerned with the 
problems of mechanized accounting and 
the problems of cost auditing. We con- 
clude that it is necessary—certainly to us 
—to have research done as close as possi- 
ble to the responsibility for execution of 
recurring work to which a specific research 
subject is closely related. 


STIMULATING PERSONNEL INTEREST 


In this way we stimulate the active in- 
terest of personnel who are most likely to 
be called upon to apply the results of the 
research in actual practice. We utilize 
“know-how” arising from past work ex- 
perience and we teach supervisory person- 
nel in functional units to be research 
conscious—or said another way, to be on 
the alert for new ideas and for improve- 
ment in techniques. One great problem, as 
you know, is to employ ways and means 
which will deter all levels of supervision 
from becoming “‘fixed’’ in their thinking 
and thus unconsciously or subconsciously 
resistant to the entrance of new ideas into 
their realm of authority. 

At times a research assignmentewill re- 
ba the collaboration of two or more 
unctional units (to illustrate: Important 
tax questions and accounting questions 
often converge upon the same problem), 
At other times, personnel will be detached 
from one unit, because of particular 
“know-how” and experience, and loaned 
to another unit to contribute to a research 
project. At other times we will create a 
squad or group to do a specific research 
assignment which group is staffed by men 
drawn from many units of the department. 

I am sure that we sacrifice something by 
assigning personnel in this manner in 
terms of the wholly independent and de- 
tached point of view; on the other hand, 
we gain something in terms of utilizing 
actual work experience of those who do 
work of the kind under research and in 
terms of acceptance of the results of re- 


scarch for practical application. We be- 
lieve that, on balance, more is gained than 
is lost but there is no precise standard by 
which to judge this. I should make clear, 
I think, that for the most part research with 
respect to the functions and activities of 
mass production units such as “customer 
accounting” is usually assigned to staff 
outside such units. 


ASSIGNING A RESEARCH PROJECT 


I cannot say that we follow any definite 
pattern of project outline when assigning 
accounting research studies. Where it is 
possible, there is outlined, in writing and 
in as definite terms as possible, the subject 
of the study, its scope, and suggestions for 
the line of approach which may be ex- 
pected to bring results envisioned by the 
objective. 

To some extent, this manner of assign- 
ing a research project is undesirable be- 
cause it tends to restrict initiative of the 
individuals who will do the work and 
there is always the possibility that the one 
assigning the project is mistaken as to his 
ability to put forth helpful suggestions 
with respect to study techniques. 

However, we who have the responsi- 
bility for making these research assign- 
ments have seen so much time, effort and 
talent wasted, because the objective was 
misunderstood or because the personnel se- 
lected to do the work did not have experi- 
ence which would enable them to separate 
the essentials from the nonessentials, that 
we subconsciously make suggestions, some 
of which are not always helpful. 


TO THOSE WHO AT THIS SEASON MUST PLAN 
OR UNDERWRITE THE OFFICE PARTY: Greetings 


That venerable and oft-debated business tradition—the 
office Christmas party—is once more about to shed its bene- 
factions, and its problems, throughout the land. To those 
who are involved with the planning and the underwriting 
of these events we pass the suggestion of a reader of THE 
CONTROLLER who prefers anonymity but who, neverthe- 
less, deserves a hearing. Says our reader: 

“Why not invite the wives and husbands?” 

“Thereby,” he continues, “you would lower the eyebrows 
of those who question the traditional conduct of office parties 
on the part of a number of office people. Any increase in the 
food bill would be more than offset by a decrease in the 


liquor bill!” ; 


How are you handling the office party this season in your 


organization? 


In a subsequent issue we will be happy to carry any re- 
actions from our readers on this thought. Address your re- 
sponse to the Managing Editor, THE CONTROLLER. 
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In some instances, however, the objec- 
tives of a study are so vague that nothing 
more can be done at the point of assign- 
ment than to state in general terms the na- 
ture of the study, the reason for it, and 
what is hoped to be accomplished. In prin- 
ciple, this is the desirable method of as- 
signing all research projects; assign them 
in the broadest terms and leave full initia- 
tive to those who will be responsible for 
doing the work. 


* * * 


Here, selected at random, are a few ac- 
tual projects for research in accounting 
and finance in my department and how 
they were assigned and followed through 
to completion and application of results 
and conclusions. 


CURRENT TREND INDICATORS 

Our business has grown so rapidly in 
recent years and is so diversified that we 
find it extremely difficult to keep members 
of the Executive Committee currently in- 
formed of the status of the business as this 
would be reflected in sales volume. 

We originated a study project under 
the working supervision of an Assistant 
Comptroller with opportunity to select staff 
from personnel regularly engaged in prep- 
aration of monthly sales and earnings state- 
ments. The objective was stated as a need 
for graphic indicators which would not 
only show current sales position for the 
month, but also the extent to which any 
increase or decrease in sales resulted from 
changes in prices or physical volume. The 
net result of this project was to bring into 
existence a set of “current trend” charts 
prepared principally for office use of mem- 


wow 


bers of the Executive Committee and the 
Treasurer. 

This series of charts contains sales tabu- 
lations (both daily average, and cumula- 
tive total dollars of each industrial de- 
partment and total company), for three 
intervals during the month—first ten days, 
first fifteen days, and total month. The 
average daily billings are shown graphi- 
cally by months for the current year and 
for the two preceding years, and the total 
month is plotted at current prices and 1939 
price level to eliminate the effect of price 
changes. 

The book also contains sets of two 
charts each, one for the company total and 
one for each industrial department in the 
form of a bar chart showing each month’s 
sales seBregated into sales from old capaci- 
ties, sales from new capacities placed in 
operation during the preceding 12 months, 
and sales due to price changes during the 
last 12 months. This enables the reader to 
see the influence of new capacities and 
price changes on current sales. 

The other chart is a line (or ribbon) 
chart and contains four small chart fields, 
each covering the 12 months of the cur- 
rent year. The first field shows average 
daily sales and transfers ; the second, inven- 
tories; the third, operative return on in- 
vestment; and the fourth, the number of 
employes. The scale on the four fields is so 
coordinated that any given percentage of 
change would result in the same rise or 
fall of the lines on any of the fields; this 
focuses attention on any field where the 
lines are not moving in the same direction 
and to the same degree as on the other 
fields. We believe these charts give the 
reader good general indication of the com- 
pany’s current activities. 
































“Operator, | was talking to my wife when we were 
cut off . . . I just want to say thanks very much!” 
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NEW PLANT OPERATIONS 

We, along with all industry, historically 
have had difficulty in comparing actual fi- 
nancial results from money invested in 
facility expansion with the forecast put 
forward at the time the project was re- 
quested and authorized. For many years 
we followed the practice of requiring the 
industrial department to make this com- 
parison in one of the monthly reports to 
the Executive Committee. The results were 
of doubtful value and this became more 
and more disconcerting as larger and 
larger amounts were appropriated to plant 
expansion. 

A research project was the means taken 
to initiate improvement in the situation. 
Again this research was done under the 
working supervision of an Assistant 
Comptroller with opportunity to select 
staff from the methods unit where cost au- 
diting work is centered, because this was 
primarily a case of costing product manu- 
factured by new facilities. The objective 
was stated as a need for “accomplishment 
reports” disassociated from other periodic 
reporting, with uniformity to the extent 
practicable in preparation and presenta- 
tion of data. 

As a result of this research project, the 
industrial departments now prepare ac- 
complishment reports on a uniform basis 
which are verified by central accounting 
department and reach the Executive Com- 
mittee as separate reports rather than as a 
subdivision of the regular monthly depart- 
mental report to the Committee. 

Semiannually, a summary report is pre- 
pared by the central accounting department 
showing the results set forth on all post- 
war accomplishment reports cumulatively 
to a date six months prior and project by 
project with respect to the most recent six 
months period. The separate reports from 
the departments focus the attention of the 
Executive Committee on what the new fa- 
cilities have produced compared with ex- 
pectations and the summary reports per- 
mit a review at one time of the operating 
results of all new facilities for the com- 
pany as a whole. 


WORKING CAPITAL STANDARDS 

In a company the size of ours, and as 
diversified and complex in its operations, 
the determination of effective working 
capital standards is a major operation. Be- 
ginning about 1940, or perhaps a little 
earlier, we began to focus attention upon 
other matters at the expense of working 
capital standards. As is so often the case, 
neglect breeds neglect and we came into 
the year 1947 with an anemic approach to 
working capital standards and a conscious- 
ness,.that we would have to vitalize this 
phase of our financial control system with 
all speed or risk overinvestment in inven- 
tories. 

A research project resulted under the 
supervision of the Assistant Treasurer re- 
sponsible for financial analysis work. The 








objective was to modernize technique for 
calculating inventory standards and to gain 
more acceptance for these standards in the 
operating organizations. This proved to 
be quite a job because we had deteriorated 
in the direction of picking inventory stand- 
ard figures out of thin air and stating them 
high enough that they would hardly be ex- 
ceeded and therefore no occasion would 
arise for explanation of overextended in- 
ventory. 

In fact, there are two kinds of inventory 
standards: operating standards, which 
should be expressed in units, and financial 
standards, which should be expressed in 
dollars. Unfortunately, we didn’t have the 
personnel with talent and experience to 
readily grasp the distinction between the 
two and cope with resistance put up by 
operating people to realistic dollar stand- 
ards. This project continues as of today, 
because we haven't yet found the fully 
practical and effective way of fusing the 
ideas of operating people and central ac- 
counting people into a workable mold. 
But, much progress has been made. We 
know from experience that attention to 
inventory standards cannot be relaxed or 
they will not be available when needed. I 
would say that “inventory standards” is a 
continuing research project in the quest 
for better techniques of calculating dollar 
standards, 


CASH STANDARDS 

Any treasurer who is worth his salt will 
develop, and have at his finger tips, knowl- 
edge as to the cash balance required for 
unrestricted activity of the business, both 
construction and operation and some pro- 
vision for paying dividends. No two fi- 
nance officers will approach this problem 
in the same way, and as far as I know there 
is no standardized approach to it. 

For many years, we played this “by ear,” 
maintaining a so-called secondary cash re- 
serve to take up the contraction and expan- 
sion in daily cash needs. Shortly after the 
end of World War II we decided that 
these methods could prove deficient in an 
era when plant expansion was calling for 
so many dollars. We decided that a well 
developed and understood technique or 
formula was needed by which a “standard 
cash balance” could be calculated at fre- 
quent intervals. A research project re- 
sulted, which was directed by the Assist- 
ant Treasurer in charge of financial analy- 
sis. 

Such a technique was developed and is 
now in use, with the qualification that we 
recognize the possibility of improvement 
with experience in its use, and the research 
activity in this phase of the work is con- 
tinuing abreast of application of the re- 
sults obtained from early stages of the 
study. We are now able to state, upon a 
formula basis that has satisfactory accept- 
ance, the number of dollars which should 
be in the cash drawer to meet payrolls, ma- 
terials purchases, construction commit- 


YOUR HELP WANTED! 
What Is a Workable Equipment Replacement Policy? 


Editors, THE CONTROLLER: 

You people have published so many good articles on such 
a wide array of accounting and economic topics that it seems 
most promising for us to turn to you for suggestions and any 
assistance you may be so good as to offer in a study we are 
now making. 

We are seeking to formulate— 

A workable policy and procedure for testing the economic 
merit of proposals to replace equipment. 

The commonly used rule-of-thumb—"Will it pay for it- 
self in savings in labor and burden in three years?"’—has be- 
come outmoded and inadequate in the present-day setting 
of changed economic conditions, high taxes, etc. 

We are trying to develop and define a policy which will 
surmount the inadequacies of the old rule and give us a more 
factual appraisal of the merit of any proposal to replace 
equipment. 

If you have published any papers on this subject or have 
knowledge of any other source of information on it, we will 
be most grateful if you will pass them along to us. Perhaps 
you may know of other companies that have done similar 


work on the subject. 


CLELL C. BOYER 
Assistant Treasurer 


American Box Board Company 


Letters will be welcomed from readers of THE CONTROLLER 
Address the Managing Editor, 1 E. 42nd St., New York 17,N.Y. 


ments and working capital requirements in 
terms of standards for maximum attain- 
able capacity. 


PLANT PROPERTY ACCOUNTING 

As far back as ten years ago we became 
aware of certain deficiencies in our plant 
property accounting system and these de- 
ficiencies became rather glaring in the light 
of needs arising in the postwar period 
when we were building plant at a more 
rapid pace than ever before. Here again, 
diversification of operation lays open a 
whole field of problems when effort is 
made to design, decd and install a prop- 
erty accounting system of uniform appli- 
cation, yet capable of serving the major 
needs of each department of the business. 
It is also necessary to build into any such 
system flexibility which will provide for 
extracting data from the accounts in nu- 
merous directions not literally contem- 
plated by the primary account classifica- 
tion. This is a real research project. 


. 7 . e . . * A 


To do this job we relieved one of our 
section managers of all other duties and 
placed him in leadership of a five-man 
team drawn from methods work and plant 
accounting work to study and comprehend 
the requirements, state them in compre- 
hensive form, and suggest the solution to 
the problem. This team has had the patt- 
time assistance of machine accounting ex- 
perts and the benefit of skilled accountants 
whose experience was primarily outside 
the company. 

Every one of our major plants has been 
visited and the study group has made seri- 
ous effort to understand the operations re- 
quirement in order to key them in with the 
central accounting requirements, About 20 
larger companies who were willing to co- 
operate by allowing us to observe their 
property accounting systems have been 
visited. 

The preliminary report on the problem 
has been drawn and a tentative suggestion 
for solution has been put forward which 
is now being tried on a pilot scale. This 
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study has been in progress two years, and 
we expect that several more years will be 
required to get it completed and the re- 
sults and conclusions incorporated into a 
functioning system. 


DEPRECIATION ACCOUNTING 

The postwar period and its inflationary 
pressures ushered in an era of concern by 
some industrial managements as to the 
adequacy of the depreciation provision. 
Much has been said and written on this 
subject by business management, account- 
ants and economists. We had an extensive 
research project on this matter which em- 
braced several individual subjects, i.e.: 


1. Inventory and appraisal of plant 
property to obtain some idea of re- 
placement cost new. 

. Method of maintaining plant ac- 
counting records which would per- 
mit future determination of replace- 
ment cost from time to time by means 
of construction cost index. 

. Reallocation of depreciation reserves 
to new and different groupings of 
plant investment in order to better 
judge the adequacy of annual depre- 
ciation and determine the profit re- 
turn on investment by product and 
product groups. 


This research project was under the di- 
rection of the Comptroller and an Assist- 
ant Comptroller, who drew the working 
members of a 15-man team from several 
units of the department. Outside assistance 
was enlisted by engaging several men from 
a public accounting firm on a specific as- 
signment basis. 

This research project has been under 
way for approximately two years and will 
come to a conclusion this year. All objec- 
tives will have been achieved, except that 
we have not found a way to accrue depre- 
ciation on the replacement cost of plant. 
This research project is dependent for its 
complete fulfillment of objective upon the 
newly designed plant accounting system. 


PRODUCTS WHICH ARE FALLING BE- 
HIND IN PROFIT PRODUCTIVITY 

A business can bankrupt itself by hold- 
ing on to product lines which should be 
abandoned because customer demand and 
competitive prices will not support eco- 
nomically sound operation. These situa- 
tions can easily become submerged in a 
large industrial organization and operate 
to drain off some of the vitality that should 
be centered upon lines likely to be more 
productive for the economy as a whole and 
for the company in particular. These situa- 
tions should be found out and exposed to 
critical examination, in order that decision 
may be taken as to the prudent course to 
follow. 


THE CONTROLLER 


A research project was the method used 
by us to get started—this time requiring 
the collaboration of the Treasurer's De- 
partment and the Development Depart- 
ment. The Treasurer's Department respon- 
sibility was shared by the accounting and 
financial analysis divisions and responsi- 
bility was largely centered in the Comp- 
troller. 

This research project resulted in deci- 
sion that the operating departments should 
report to the Executive Committee the op- 
erating results of those of their product 
groups which show an unsatisfactory re- 
turn for two successive years with recom- 
mendation as to the action which should be 
taken. The calculation of profit for these 
purposes is placed on a cash basis, with as- 
sistance of central accounting department 


ae RTE) 
Did you read 
the companion article 


“THE ORGANIZATION OF 
RESEARCH ACTIVITIES 
UNDER THE CONTROLLER” 


by Wayne C. Marks 


Controller, General Foods Corporation 
New York 


in the Ocioler issue? 
Geena 


and the likely cash realization, upon dis- 
continuance of the business, requires as- 
sistance of several units of the Treasurer's 
Department. Here again, the accounting 
division prepares a summary report an- 
nually to give the Executive Committee op- 
portunity to review in perspective the per- 
formance of these low-return investments 
in the aggregate. 


PENSION PROBLEM 

In recent years, our company, like many 
others, has been overwhelmed with pen- 
sion problems. In our case, this problem 
was an admixture of employe relations 
policy, financial policy, application of ac- 
tuarial techniques and accounting for pen- 
sion cost. We began to deal with the 
fringes of this problem in a somewhat de- 
tached way about the end of 1945, origi- 
nating a number of so-called “research” 
projects directed toward developing clear 
understanding of the forces at work which 
could be expected to exert influence upon 
pension cost over the next 50 years, such 
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as (a) growth of employe force; (b) em- 
ploye turnover; (c) method of funding 
the pension reserve; (d) the annual pro- 
vision for pension, with particular refer- 
ence to past service cost; and (e) account- 
ing for pension cost. In mid 1949, when 
it became evident that we would have to 
face an amendment of the pension plan 
to provide larger monthly retirement pay- 
ments, we entered upon a full scale re- 
search project directed 

First, to a determination of the type of 
plan which would best suit our philosophy 
and needs; 

Second, to estimate on an actuarial basis 
the probable cost of the plan over the next 
50 years; 

Third, the manner in which we would 
account for the cost of this plan with par- 
ticular reference to unreserved (some- 
times called unfunded) past service cost; 
and 

Fourth, a long-term policy for invest- 
ing the pension Seode 

This research project was and is under 
the immediate direction of the First Assist- 
ant Treasurer and myself, with the able 
assistance of more than a dozen staff mem- 
bers drawn from several places in the or- 
ganization, but primarily from the finan- 
cial analysis and pension groups. 

We drew in outline form and graphi- 
cally presented some 12 different pension 
plans in terms of monthly benefits to pen- 
sioners, integration with Social Security 
benefits and estimated cost to the company. 
The pensions payable under these separate 
and different pension formulas were also 
compared with benefits under plans an- 
nounced in 1949 by other companies fac- 
ing comparable problems. 

These separate and individual plans 
were presented to the Executive Commit- 
tee, and assistance was given at that level 
to selection by the Committee of one, two 
or three plans which appeared most suited 
to our philosophy and purpose. These two 
or three plans were then restudied and re- 
worked in great detail, including probable 
cost over the next 50 years, and it was then 
decided on the Committee level that our 
plan should be amended to make larger 
pension payments to retired employes and 
to fully integrate the plan with the benefits 
payable under the Social Security law. 

The end result of this research project 
was that we set about to rewrite the entire 
pension plan to conform with this deci- 
sion, to qualify it before the Bureau of In- 
ternal Revenue, to present it to the em- 
ployes, and to obtain the approval of the 
stockholders ; all of which was done in due 
course and as planned. 

We then turned to the unfinished busi- 
ness of studying the method of calculating 
and accounting for annual cost of the pen- 
sion plan best suited to our requirements. 
Many companies charge off unreserved 
past service cost ratably over a period of 
25 or 30 years; we now charge it off over 


(Continued on page 528) 
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One operator does the work of 
two. One keyboard operates both 
machines because the card punch- 
ing is synchronized with the 
accounting machine keyboard. 





low cost... 


with Remington Rand Synchro- Matic 


One! Top efficiency in handling your payables 
accounting: 

¢ All voucher copies and purchase journal posted 
in one simple, high-speed operation with auto- 
matic proof for each entry 

* Vouchers posted and checks written as needed 
* Work always up to date, enabling you to take 
maximum discounts 

Two! Fast, accurate summarized facts to help 
you CONTROL your expenditures 

* Electrically synchronized punch automatically 
prepares a detailed punched-card record of each 
transaction as operator posts to vouchers 

* Cards thus produced can be tabulated for any 
distributions or analyses your business requires. 





If you already own or rent Remington Rand 
Punched-Card Machines, Synchro-Matic will 
help you get even greater output from them. Or, 
you may contract the tabulating end of the job 
to Remington Rand Business Services—for con- 
venient, economical preparation of reports and 
statistics. Phone or write us for full details. 


Free — Interesting new folder 
(No. AB-548) describing Syn- 
chro-Matic savings on Accounts 
Payable. Ask also about Synchro- 
Matic for Billing, Sales Statis- 
tics, Budget Records and Payroll. 
Phone our local office or write to 
Management Controls Reference 
Library, Rm. 1462, 315 Fourth 
Ave., New York 10. 
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Managerial Problems in Renegotiation 


Grank W. Boydsiun 


OW THAT THE TIDE of government mil- 
N itary spending is beginning to flood 
through the economy to such an extent as 
to filter down in substantial volume even 
to medium and smaller sized companies, 
renegotiation is more than just a cloud on 
the far horizon—it has now become some- 
thing business managements must make 
specific plans to grapple with. 

The word “renegotiate” means to nego- 
tiate again, and that is exactly what faces 
the business man who, having enjoyed 
over $250,000 worth of subject military 
business during his fiscal year, must now 
report the profit he has made on that busi- 
ness and, unless such profit is obviously 
non-excessive, must sit down with one or 
more renegotiation officials and argue out 
the vital question as to how much, if any, 
of such profit he must return to the Gov- 
ernment as excessive. 

The managerial problem of renegotia- 
tion may be Seanad as two questions 
to be answered by the management of each 
company doing a substantial volume of 
business directly or indirectly with the 
Federal government: 

First: Will we be subject to renegotia- 
tion? 

Second: (If a “yes” answer to the first 
questions appears probable) How shall 
we prepare to go through the mill of rene- 
gotiation? 


Once a business appears surely headed 
for a sufficient volume of government 
business to be subjected to renegotiation, 
its management should at once seek an 


understanding of the principal problems 
involved in a renegotiation, so that action 
may be taken during the year of perform- 
ance of the government contracts to put 
the company in as favorable a position as 
possible to meet the actual renegotiation, 
which probably will not take place until 
some months after the close of the com- 
pany’s fiscal year. 

The heaviest burdens of preparing for 
renegotiation will usually be borne by the 
controller's department, and the controller 
may well be assigned the responsibility of 
directing and coordinating the contribu- 
tions of other departments to a successful 
resolution of the renegotiation problem. 
This problem is big enough to involve al- 
most every company department. 

The sales and engineering departments 
usually obtain the renegotiable business 
in the first place, and they will have some- 
thing to do with setting the prices which 
should result in a fair profit but at the 
same time not an excessive one. The pro- 
duction department performs the renego- 
tiable contracts, and its efficiency has an 
important bearing on the outcome of 
these contracts. Unusual efficiency may re- 
sult in a seemingly excessive profit, unless 
preparations are made for convincing the 
renegotiation board that such profit really 
is the result of extraordinary efficiency and 
thus should be kept by the company as its 
proper reward in the circumstances. 

The problems of identifying renegoti- 
able business may fall upon either the 
accounting department or the sales depart- 
ment, or both. In either case it may be 
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Is your firm prepared to 
“go through the mill?” 


necessary to seck legal advice to determine 
in some circumstances whether a particular 
class of sales is or is not subject to renego- 
tiation. The company will also want to 
discharge its responsibility to notify its 
suppliers of the ext:nt to which purchases 
from them constitute subcontracts which 
will be renegotiable sales of the suppliers. 
The fee department will need to 
coordinate with the accounting and pro- 
duction departments to obtain this infor- 
mation for inclusion on its purchase or- 
ders. 


ANNUAL BASIS 

One central fact of renegotiation needs 
to be understood by all who will play any 
part in it. That fact is that renegotiation 
is conducted on an annual basis—within 
the framework of the fiscal year—and that 
each year is considered on its own with 
little reference either to preceding or fol- 
lowing years. This is so even though one 
or more specific contracts may run through 
two or more fiscal years and two or more 
renegotiation proceedings. 

This arbitrary bar of the border line be- 
tween two fiscal years can have even more 
drastic consequences in renegotiation than 
it often has in federal income taxation. 
For instance, a given volume of renego- 
tiable business can involve two renego- 
tiation proceedings if spread throughout 
two fiscal years, while the same volume 
might be handled in one proceeding and a 
part of it not renegotiated at all if the 
distribution of those sales were such that 
not more than $250,000 was received or 
accrued in one year, while the entire 
balance was accounted in a single adjacent 
year. Where contract delivery schedules 
are not too rigid, an alert management 
may be able to shift a considerable volume 
of renegotiable business from one fiscal 
year to another by the simple and legiti- 
mate device of accelerating or deferring 
deliveries. around the turn of thé fiscal 
ear. 

Another effect of the fiscal year bound- 
ary can be to leave modest profit in one 
year with excessive profits in the other, 
when, had the entire business of the two 
years been considered as a whole, there 
would have been no excessive profits. This 
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can happen, using a single contract for an 
example, if starting load costs and uncer- 
tain performance leave little profit in the 
first year, but the first year’s experience 
brings such improved performance as to 
result in excessive profits for the finish 
of the contract in the second year. An- 
other factor besides performance improve- 
ment contributes to a situation like the 
foregoing, and that is the common tend- 
ency of businessmen and accountants to 
write off all costs, whenever possible, as 
they are incurred, ignoring the fact that 
many of those costs may be so related to 
the revenue of the next fiscal year as to 
be properly carried forward for charging 
against that revenue. 

For the first time in renegotiation, the 
1951 Act offers a mild remedy for exag- 
gerated cases of profits bunching, through 
a provision that any excess of costs over 
revenue from renegotiable business for a 
given fiscal year may be carried over to 
apply against the renegotiable revenues of 
the following year—provided the loss was 
not the result of gross inefficiency on the 
part of the contractor. It is obvious that 
this provision may soften the blow of 
an extreme situation, but still leaves much 
for management to do in maintaining a 
smooth flow of profits throughout the 
years of renegotiation. 


COST ALLOCATIONS 

Next in importance for management ar- 
riving at a clear concept of renegotiation 
as a several-year problem which must be 
guided smoothly through a rigid fiscal 
year compartmentation, is a constant 
awareness of the problem of cost alloca- 
tion in renegotiation. The controller must 
carry in his head a picture of a three-col- 
umn income statement, the three columns 
being for: 

1. Total business, 

2. Non-renegotiable business, and 

3. Renegotiable business. 


(Refer to Donald E. Currier’s article in 
the April 1951 Journal of Accountancy 
for a good exhibit of an elaboration of 
such a three-column income statement 
in a hypothetical situation.) 

The controller should remember that 
for each item of cost or expense deduct- 
ed in the total business column there is 
a question as to the allocation of it be- 
tween the renegotiable and the non-re- 
negotiable columns. Fortunately the great 
bulk of such costs and expenses are readily 
allocable through the normal operation 
of a good accounting system. Never- 
theless, there will be enough problems 
to justify the acquisition of the habit of 
considering the allocability of all unusual 
items of expense, preferably before they 
are incurred, or next best, before they 
have been accounted for. 

The basic rules for the allowance of 
costs (other than that of the limited 


carry-forward mentioned previously) 
are contained in three sentences of Sec. 
103 (f) of the Act: 


“The term ‘profits derived from contracts 
with the Departments and subcontracts’ 
means the excess of the amount received 
or accrued under such contracts and sub- 
contracts over the costs paid or incurred 
with respect thereto and determined to be 
allocable thereto. All items estimated to be 
allowed as deductions and exclusions un- 
der Chapter 1 of the Internal Revenue 
Code (excluding taxes measured by in- 
come) shall, to the extent allocable to 
such contracts and subcontracts, be al- 
lowed as items of cost, except that no 
amount shall be allowed as an item of cost 
by reason of the application of a carry- 
over or carry-back. .. . Costs shall be 
determined in accordance with the method 
of accounting regularly employed by the 
contractor or subcontractor in keeping his 
records, but, if no such method of ac- 
counting has been employed, or if the 
method so employed does not, in the 
opinion of the Board, or, upon redeter- 
mination, in the opinion of The Tax Court 
of the United States, properly reflect such 
costs, such costs shall be determined in ac- 
cordance with such method as in the opin- 
ion of the Board, or, upon redetermina- 
tion, in the opinion of The Tax Court of 
the United States, does properly reflect 
such costs.” 


The Act's wording is sufficiently sim- 
ilar to that of the wartime 1943 Act, 
which also was applied to cover this 
phase of the postwar 1948 renegotiation 
laws, that it is believed regulations is- 
sued under the 1948 Act as amended 
may be relied on as a guide in prepara- 
tions for 1951 Act renegotiations. It is 
expected that these regulations will be 
re-issued to get 1951 renegotiation 
started and then will be modified gradu- 
ally to the extent that experience may 
show changes in the rules to be justified. 

Problems of allocating costs and ex- 
penses for renegotiation offer opportu- 
nities for the fullest play of the account- 
ing logic which is a part of the training 
of most controllers. Allocations should 
be as precise and careful as the system re- 
sources of the particular enterprise make 
possible. The simplest method of alloca- 
tion is on the basis of sales dollars, and 
any allocation submitted by a contractor 
probably will be compared by renegotia- 
tion accountants with such a sales ratio 
allocation. If the allocation made by a con- 
tractor shows a lesser rate of profit on 
renegotiable business than on commer- 
cial business, the controller should be 
ready to explain the facts and assump- 
tions which have led to such a result. 


CATALOGUE OF DEFENSE REGULATIONS AND FORMS 
NOW AVAILABLE 


Company controllers can now obtain an official monthly 
publication detailing in the form of brief abstracts all regu- 
lations, orders, delegations of authority, and forms issued 
by those agencies of the Federal Government operating un- 
der the Defense Production Act. These Abstracts of Defense 
Regulations also, whenever possible, present such pertinent 
information as the identity of the branch or division of each 
agency in charge of a particular activity, the name of the 
officer to whom inquiries should be addressed, and the 
dates when reports should be filed. 

Appearance of the abstract followed a recommendation 
made by the Advisory Council on Federal Reports to the 
U.S. Bureau of the Budget suggesting that all emergency 
regulations be centrally listed. The Council is an independ- 
ent business group organized at the request of the Budget 
Director to advise on Federal reporting and record-keeping 
requirements. It is sponsored and financed by American 
Chamber of Commerce Executives, American Retail Feder- 
ation, American Trade Association Executives, Chamber of 
Commerce of the U.S., Controllers Institute of America, Na- 
tional Association of Manufacturers, and National Indus- 
trial Council. 

Annual subscription rate for the Abstract is $6.00. Apply 
to Superintendent of Documents, Government Printing Of- 
fice, Washington 25, D. C. 
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EXPENSE REGULATIONS 


A number of expense items have been 
productive of sufhcient controversy in 
renegotiations under prior laws that a 
considerable amount of regulation de- 
tail was developed to guide contractors 
in accounting for them. The controller 
should study these regulations’ carefully 
and then should analyze his company’s 
accounting for these items to make sure 
that he does not lose any proper deduc- 
tions on account of misclassification of 
expenses or on account of deceptive ac- 
count titles. 

Regulations under the 1948 Act dis- 
allowed all contributions and all interest 
on income tax deficiencies. Selling and 
advertising expenses appear to carry a 
presumption of applicability only to 
commercial business; however, the con- 
troller should review these expenses of 
his company in the light of the regula- 
tions. He may find that his selling and 
advertising expense categories include 
much which is properly allocable to 
renegotiable business. Other deductions 
specifically treated in the regulations 
include: salaries, pension plans, brokers’ 
commissions, interest expense, amortiza- 
tion and depreciation, costs of conver- 


sion to and from renegotiable pene 
tion, losses on disposition of facilities 
used for renegotiable production, patent 
royalties, rent, severance pay, etc. 

The hocus-pocus treatment of state 
taxes measured by income which was 
devised during World War II has been 
followed for 1948 Act renegotiations 
and continues in the 1951 Act. Such 
taxes are eliminated from the expenses 
for purposes of determining the amount 
of excessive profits but then are allowed 
—to the extent they would exist if there 
were no excessive profits—as a direct 
subtraction from the gross amount of 
excessive profits determined to be re- 
fundable. 


HOW MUCH PROFIT 
MAY BE RETAINED? 

Where the volume of renegotiable 
business is at all substantial in relation 
to total business, the question of how 
much profit may be retained after re- 
negotiation is a vital one for top man- 
agement as a whole and particularly for 
the controller. The first and most ob- 
vious guidepost for management won- 
dering how much of its profit will be 
retained and how much is only bor- 
rowed is the experience from World 
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WHAT IS THE CONTROLLER'S ROLE IN THE NATIONAL 
MILITARY ESTABLISHMENT? 


An interesting outline appeared in a recent statement on 
“Internal Auditing’ released by the Office of Public Infor- 
mation of the Department of Defense which states that the 
controllership concept is given statutory existence in the na- 
tional and military establishment as a result of the National 
Security Act Amendments of 1949 (P.L. 216, 81st Con- 
gress). 

Comptrollers are made responsible, it is stated, for the 
preparation of budget estimates; budgeting control; fiscal, 
cost and property accounting; disbursing and receiving cash; 
statistical and progress reporting; and internal auditing. 

The statement from the Department of Defense empha- 
sizes that, in these days of international stress and great 
military requirements, we are faced with the absolute re- 
quirement that maximum benefit be derived from military 
expenditures. (Emphasis supplied—The Editors.) The an- 
cient practice of covering up wasteful expenditures with the 
expression, “Don’t you know there’s a war on?’ will no 
longer stand up under scrutiny. The success of the Army's 
mission will depend upon the efficiency and economy with 
which available resources are used. The managerial methods 
developed to hold individuals strictly accountable for the 
effective use of available funds will play an important part 
in making this possible. Such managerial methods are in- 
herent in the controllership concept and the functions con- 
tained therein. 
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War II renegotiations. Companies which 
were renegotiated during that era will 
have their own experience as a starting 
point for speculation on this subject. 
Companies with no prior renegotiation 
experience will find some published 
summaries which, if boiled down to one 
all-encompassing average, will show that 
the just-right profit for World War II 
business was 10% on adjusted sales 
(equivalent to 11.11% on allowable 
costs). In the field of manufacturing 
sag most firms were allowed to 
eep a point or two more, but the aver- 
age was dragged down by the lower 
awards to assembly line operations, 
wholesalers, and other less Pies yeni 
businesses. 

The World War II renegotiation 
boards found the ratio of adjusted prof- 
its to adjusted sales to be the most con- 
venient standard for maintaining ap- 
propriate relationships | between their 
treatment of different companies, and 
administratively this ratio was used as 
the best means for seeing that no re- 
negotiation group got too far out of 
line with the rest. However, this ap- 
proach has been subjected to a number 
of criticisms, including: 

1. Settlements were too uniform, so 
that there was no substantial reward 
given for superior performance and for 
sincere efforts to control and minimize 
costs. 

2. Percentage of profit to adjusted 
sales was perceived to be a reciprocal of 
percentage of profit to costs, so that a 
stigma of cost-plus began to attach to the 
whole operation. 

3. A reasonable profit in terms of 
sales might be an over-lush profit in 
terms of equity capital employed by the 
contractor. The ignoring of the net 
worth standard during World War II 
was justifiable in view of the overriding 
importance of encouraging unlimited 
production, but nevertheless a target for 
criticism appears when profits viewed 
only in relation to net worth are seen to 
be excessive in that light, since the whole 
purpose of renegotiation was to prevent 
a revolting of the public conscience from 
the spectacle of unconscionable private 
enrichment in the midst of a struggle for 
national survival. 

From the statements during question- 
and-answer sessions of officials who have 
been administering the 1948 Act, it ap- 
pears that they have been attempting to 
meet the criticisms of World War II 
practice by not talking in terms of per- 
centages of adjusted sales, by more con- 
scientious efforts to vary their treatment 
of various companies according to the 
success of those companies in handling 
renegotiable business favorably in terms 
of the performance factors prescribed in 
the law, and by making some attempt to 
judge profits in terms of the amount of 








private capital employed to produce 
those profits. 

To the big question as to whether the 
trend of postwar renegotiation has been 
to permit the retention of more gener- 
ous profits than was permitted during 
World War II, the answer is believed 
to be “Yes.” This answer indicates ad- 
ministration in harmony with the phrase 
in the 1948 Act: “. . . having regard for 
the different economic conditions exist- 
ing on or after the effective date of this 
Act from those prevailing during the 
period 1942 to 1945.” 


EFFICIENCY STRESSED 


Each of the three major renegotiation 
laws—the 1943, 1948, and 1951 Acts— 
has been equipped with a set of statutory 
factors for judging the extent to which a 
contractor's performance is worthy of 
favorable recognition in the form of 
generous profits retention. The 1951 
Act stresses efficiency with the require- 
ment that it ‘‘must’’ be given favorable 
consideration; the other factors which 
“shall” be given consideration include: 
reasonableness of costs and profits, net 
worth, risk assumed, cooperation and 
inventive and developmental contribu- 
tion to the defense effort, complexity of 
business, and other factors which the 
board may prescribe. 

These statutory factors are the report 
card subjects on which a government con- 
tractor is graded, and high marks on all 
the factors should entitle him to rela- 
tively generous profits retention on his 
renegotiable business. The proper rat- 
ing of contractors on the statutory fac- 
tors is the most difficult administrative 
task faced by the renegotiation board. 
Top management in general and con- 
trollers in particular have an opportu- 
nity to help the board and at the same 
time help their own renegotiation cases 
by presenting a thorough, carefully pre- 
pared and organized statement of facts 
which will prove that their companies 
have done the sort of outstanding job 
on government business which will en- 
title them to keep a generous amount of 
the profits earned on that business. One 
managerial device which should be con- 
sidered for building a strong factual case 
is that of maintaining a production de- 
partment diary of day-to-day notes on 
the actual problems of renegotiable 
production, on solutions attempted, and 
on the methods which finally worked. 
It might be well also similarly to docu- 
ment the office headaches of original 
contract negotiations, arranging financ- 
ing, billing, and collecting, which go 
with the performance of government 
contracts. 


TWO PHASES OF RENEGOTIATION 


The actual process of renegotiation is 
composed of a correspondence phase 
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followed by a conversation phase. The 
correspondence phase may start soon 
after the close of the fiscal year with 
the receipt by the contractor of a letter 
asking whether he had $250,000 or more 
of renegotiable sales am his fiscal 
year. The contractor's first filing of in- 
formation required by the board must 
be made by the first day of the fourth 
month following the close of his fiscal 
year. If this preliminary information 
shows the contractor to be subject to 
renegotiation and shows that he had 
possibly excessive profits on such busi- 
ness, further information will be re- 
quired until the company will have 
furnished the board with an extensive 
record of its accounting for the fiscal 
year (including copies of the annual re- 
port, audit report, and income tax re- 
turn). Outlines of the information usu- 
ally requested in renegotiations under 
the 1948 Act are included with the re- 
negotiation regulations published by the 
Government Printing Office. 

After correspondence has furnished 
the board with a big volume of cold 
figures, the renegotiation operation 
moves into the personal contact phase. 
This may start with a visit to the com- 
pany’s plant by a board representative 
who will be interested in straightening 
out any misunderstandings which may 
have arisen during the correspondence 
phase, and in general in getting the 
dollar amount of renegotiable profits set 
at a figure acceptable both to the com- 
pany and the board. On the same visit 
the board’s agent may wish to view the 
company’s operations and watch its 
production to get some first-hand feel 
of that efficiency which stands first 
among the statutory factors which the 
board must evaluate in determining its 
finding of excessive profits. 

The actual renegotiation conference 
usually will be held at an office of the 
board (its only field office under the 
1948 Act has been at Los Angeles). At 
this meeting the company should be 
strongly represented by a controller who 
knows the figures he has submitted just 
as thoroughly as he will find that the 
board men know them, and by one or 
more other men with a top-level view of 
their company, both by itself and in its 
relationships with the government and 
with competitors. This will be the 
golden opportunity to strengthen the 
board's Rg area of the favorable 
aspects of the company’s performance 
and to explain convincingly any paints 
on which the company may appear to be 
weak. In the majority of cases this con- 
ference should conclude the renegotia- 
tion process by ending with the board 
and the company in agreement either 
that there were no excessive profits for 
the year or that a definite sum was exces- 
sive and will be refunded to the govern- 
ment. 





In This Issue... 


a complete digest of 


EXECUTIVE 
ACTION 


hy 


Edmund fp Seamed 
David Tl. Uh ich 
Donald R. Booz 


DivIsION OF RESEARCH 


GRADUATE SCHOOL OF 
BUSINESS ADMINISTRATION 


HARVARD UNIVERSITY 


As a service to executives, desirous 
of keeping in touch with important 
business trends yet pressed for time, 
Controllership Foundation publishes 
a series of digests of important busi- 
ness books in THE CONTROLLER. 

Members of Controllers Institute 
selected the titles to be digested from 
a list of recommended books on man- 
agement, finance, economics, budget- 
ing, accounting and allied topics. 
Subscribers to THE CONTROLLER 
receive these digests at no additional 
cost. 

This ‘‘extra dividend” is one more 
reason why your own, personal, sub- 
scription to THE CONTROLLER is 
one of the most profitable investments 
you can make. Of course, a shared 
copy of THE CONTROLLER is bet- 
ter than no copy, but to fully benefit 
from its informative and authoritative 
articles, a personal copy is essential. 

To enter your subscription, use the 
convenient coupon on page 543 of 
this issue. If you prefer, write on your 
letterhead to the Circulation Manager. 


THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 


517 





Spee oy 2k 


eas eRe 








Bye-Bye Tax-Free “Rides” 


The tax-cutting war between states in the southeastern 
area—an outgrowth of each state’s desire to attract new in- 
dustries—has to all intents and purposes been brought to an 
end by a resolution of eleven states. At a recent meeting in 
Atlanta attended by state tax officials, a permanent organiza- 
tion, called the Southeastern State Tax Officials, was formed. 

The group adopted a slate of resolutions stating in effect, 
that granting of tax concessions, donations of lands and gift 
investments of capital in plants are ‘‘inequitable and unfair” 
to industry in the state and detrimental to the taxpayers of 
each state. These states, it was resolved, will invite new in- 
dustry to partake of the regions’ natural resources, raw ma- 
terial, labor, transportation and other things—but not tax 
inducements. 

States signing the resolution against tax wars and other 
inducements were Virginia, North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, Tennessee, Louisi- 
ana, Arkansas and Kentucky. 





“Employee relations are improving. This week 
there were only six suggestions that | take cyanide.” 
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Money Isn’t All (It Says Here) 


Regardless of popular opinion to the contrary, money 
isn't always the prime consideration of the man on the job, 
according to a bulletin released by the University of Illinois 
Business Management Service. 

Granted reasonable wages and moderate security, a work- 
er’s strongest incentive can be developed through manage- 
ment techniques, declares Robert L. Peterson, of the Business 
Management Service staff. He states that non-financial in- 
centive techniques can be made prime working considera- 
tions. 

Among these, he contended, are weekly staff conferences, 
keeping workers fully occupied, periodic private confer- 
ences, placement follow-up, development of group spirit 
through social programs, good appearance of office or plant, 
good work tools, special privileges, competitive work situa- 
tion and recognition of the individual worker. 


56.42% of Taxes from Six States 


Six states paid more than half of the taxes into the Federal 
Treasury during the year ended June 30, according to In- 
ternal Revenue Bureau figures. 

The six—California, Illinois, Michigan, New York, Ohio, 
and Pennsylvania—accounted for $28,467,568,657, or 
56.42 per cent of the $50,445,686,315 total taken in from 
the 48 states, Alaska, Hawaii and Puerto Rico. 

This revenue came from corporation income and profits 
taxes, individual income and employment levies and mis- 
cellaneous collections, including excise taxes. 

In certain instances, state totals do not reflect exact state 
contributions. For instance, whisky distillers in Kentucky 
and cigarette manufacturers in North Carolina pay federal 
taxes on their products at the source and this is figured into 
their state’s totals. 


Laughing Matters 


Because relatively few people outside of the financial com- 
munity are able to grasp the meaning of weighty technical 
terms, as employed by the high priests of finance in their re- 
ports and speeches, Donald M. Halley, professor of finance 
at Tulane University, has suggested that a comic strip car- 
toon be devised in which the characters speak of financial 
matters in simple language, or even in the vernacular, with 
a question and answer at the end of each strip. 

Dr. Halley was a denizen of Wall Street during the past 
summer on a fellowship awarded by the Joint Committee on 
Education of the American Securities Industry. His recom- 
mendation included a means of reaching the grassroots: 

The Sunday editions of the larger newspapers around the 
country, which reach millions of readers, he said, would carry 
the cartoons. 

Discussing this, a commentator in the New York Herald- 
Tribune adds that with the emphasis now on comic books 
and strips which sell in great volume, perhaps the professor 
has an idea worth putting into practice. 

—PAUL HAASE 
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EXECUTIVE ACTION 


by Edmund P. Learned 


David N. Ulrich - Donald R. Booz 


FOREWORD 


“This book is addressed to business executives and to 
others who are interested in the practical aspects of busi- 
ness administration.” 

And to quote the authors again: "The basic purpose 
of this book is not to set forth techniques but to help 
light up the unexplored territory of human activities 
through which the executive must pass.” 

This latter quotation brings out the central theme or 
text of the authors’ thinking: the overriding importance 
of the human or personal factors in the management of 
people and the administration of a business. The book 
deals with these intangible feelings and relationships 
and how they should be handled. It does not discuss the 
physical tools of management such as the structure of 
financial statements, budgets, or production schedules. 

In a book about executive action and especially in a 
book dealing with the human factors of management 
there can be few principles or theories that are not 
affected by the personalities of the individuals involved 


Chapter I Working Pressures on Executives 

OST EXECUTIVES recognize the need for team 

work and cooperative effort; they know that in 
the final analysis it is through people that things are 
accomplished. But too many executives are under severe 
tensions and pressures which are generated by their 
more immediate responsibilities and duties: to keep 
their business alive, to make a satisfactory profit, to 
maintain and, if possible, improve the competitive posi- 
tion of their company. For many executives, these ten- 
sions and pressures prevent the human factors from 
occupying the center of their attention. 

Even the executive who instinctively deals with peo- 
ple successfully faces the problem of securing the right 
kind of behavior from and relationships among the 
people of his organization: to induce his associates and 
junior executives to delegate authority, to induce them 
to train understudies, to train them to become broadly 
company-minded instead of too narrowly department- 
minded, to establish harmony among staff and line ex- 
ecutives. 


in any situation. There can be little dogmatism when 
discussing practice and especially good practice. There 
are too many good solutions for the same problem when 
handled by different executives having widely differing 
attitudes and abilities. 

Every chapter in the book is of some interest to the 
financial and accounting officers of corporations but this 
interest will be found entirely in the field of general 
administration. The financial executive, in common with 
others, will find his interest in gaining a broader under- 
standing of the human factors of administration. 

The main purpose of the authors is “to suggest ways 
of looking at things that would help individual readers 
to illuminate some part of their past experience and 
present concerns, and that would suggest ways of doing 
things in the future.” For this reason, a digest can be no 
more than a road map of the book. It is strongly recom- 
mended that those executives who find some part of 
their past experience illuminated by this digest read the 
com plete book. FRANK D. NEWBURY 


It is of course necessary that the day-to-day problems 
concerning profits, competitive position, and customer, 
labor, and public relations should receive adequate at- 
tention, but it is neither necessary nor advisable that they 
take up most of the time of the president and his top 
executives to the virtual exclusion of the consideration 
of human factors. The answer is the division of responsi- 
bilities and duties so that both kinds of activity will re- 
ceive attention. But the human factors persist in intrud- 
ing on all situations and they cannot be escaped. Some 
responsibilities cannot be delegated even by the chief 
executive. 

The progress, extension, and specialization of the 
technical aspects of business bring on added problems 
and pressures. The chief executive of a large corporation 
finds himself dealing with more and more situations 
about which he can have only a superficial knowledge. 
He must strike a reasonable balance in the use of his 
time between his own specialty of general administra- 
tion and the many technical fields in which his company 
may be active and about which he would like to know 
more. 
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Finally the complicated relations with the Federal 
Government and with organized labor require attention 
and generate demands on his time and nervous system 
that the executive of 30 years ago knew nothing about. 
In these two areas of government and labor relations the 
situation has been revolutionized and in some corpora- 
tions older officers have been unable to adjust their atti- 
tudes and policies to the new conditions. Adjustment 
has come only with a new generation of management. 

Because of these many pressures on executive time 
and nerves, human factors of management tend to fall 
into the background of executive attention. Some execu- 
tives become aware of them only when labor troubles, 
personality clashes, or similar human problems interfere 
directly with production or effective working conditions. 


Chapter II Human Background of Executive 

Action 

The purpose of this chapter, as indeed of the entire 
book, is to take a direct look at the human factors in- 
volved in administration and to see how some executives 
have handled them. In the background of every oper- 
ating problem the human factors are always present and 
should be taken into account. New production methods 
or arrangements can be introduced most successfully 
when supervisors and workers are made acquainted with 
the reasons and objectives of the changes in advance 
and given a real opportunity to participate. Major 
changes in organization are accepted with less disturb- 
ance if they are made in a way to avoid damaged feel- 
ings. Preoccupation with the purely technical or physical 
aspects of a problem and neglect of the human factors 
may lead to unnecessary failures and disappointments. 

Among top executives, also, understanding of the im- 
pact of personalities and of personal feelings and am- 
bitions will help build up a harmonious cooperative 
management team. 


Making Changes in the Company 

Changes in procedures that transfer or limit indi- 
vidual responsibilities should be discussed face to face 
with the individuals and groups directly concerned. In 
one company a change of this kind in purchasing meth- 
ods, made by a new purchasing vice president at head- 
quarters by letter and without previous discussion with 
plant managers or plant purchasing agents, resulted in a 
tacit conspiracy to ignore the new procedure, a virtual 
sit-down strike against constituted but newly and imper- 
fectly established authority. 

In another company the president was “‘retired’’ to 
chairmanship of the board of directors following a 
major decline in competitive position and in profits. The 
new president, from outside the company, introduced 
a new major line of products with new executives to 
develop the new line. The executives responsible for the 
old line, still loyal to the former president, found their 
status changed from a position of dominance in the 
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company to one of complete uncertainty. Sharp personal 
conflicts sprang up between the old-line and new-line 
executives. Harmony and cooperation were restored only 
after one of the old-line executives had been replaced 
and then the others fell into line with the new manage- 
ment. Some of these troubles might have been avoided 
by more sympathetic consideration of the personal in- 
terests involved. 

In another company a change in method of manage- 
ment instead of a change in personnel introduced new 
tensions that had to be relieved. The president decided 
to delegate some of his responsibility for policy making 
to his executive vice president. The executive vice presi- 
dent decided to delegate part of his new responsibilities 
to a newly organized operating committee of major de- 
partment managers. Two of the department managers 
disliked these changes. They had enjoyed close almost 
daily association with the president and they were re- 
luctant to give this up. Although they were members of 
the new operating committee they resented the new and 
increased authority of the executive vice president and 
the “interference” of other members of the operating 
committee in the affairs of their departments. 

These, and many other cases that could be cited, il- 
lustrate the kind of personality problems which may be 
introduced by any major change in methods, personnel, 
or procedures. Staff and line executives or personnel fail 
to cooperate because staff executives attempt to take over 
the authority of line executives, or because staff people 
take too much credit for the successful execution of their 
plans, or because line executives ignore the existence of 
staff activities. Headquarters and field or subsidiary plant 
personnel may be in conflict because of rivalry over posi- 
tion or duties. 

Organization and operating problems cannot be di- 
vorced from the feelings and ambitions of the people 
who are directly concerned. Their reactions to change 
affect the outcome for better or worse. 


Chapter III Human Background of Executive 
Action—A More Detailed Case 


This chapter describes in greater detail how technical 
problems of operation and organization cut across de- 
partmental lines as established by the organization chart 
and lead to tangled emotions. 

Personality problems arise in aggravated form when 
a corporation grows beyond the powers of a single head- 
quarters management team and operations are conducted 
in a number of widely scattered plants. Headquarters 
executives then must deal with a number of autonomous 
operating divisions or manufacturing plants each jealous 
to preserve its own autonomy as completely as possible. 

These difficulties of both physical and human nature 
are reduced to a minimum when headquarters executives 
have no need to deal with the specialized policy and op- 
erating problems of the distant plant. The more com- 
pletely each separate plant can be self-contained as to 
management, within the necessary framework of com- 
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pany general policy and practice, the easier will the 
problems of management become. 

But there will always remain problems that affect all 
divisions of the company labor relations. For example: 
There is no way to cut up an organization so that the 
boxes of the organization chart neatly divide the prob- 
lems that arise. No matter how expertly the organization 
is set up there will remain the need for informal co- 
operation and team work across organization lines. This 
can be achieved best in an atmosphere of harmonious 
personal relationships. 


The Force of Self-Interest 

Each executive, each worker in fact, reacts to a new 
situation in the light of his own interests—'“What does 
this mean to me?” The skilled administrator will recog- 
nize this ever-present motivation, use it when possible, 
take it into account always. Personal interests and ambi- 
tions must be kept in balance with over-all company 
interests. 

In addition to scrutinizing management policy from 
their own point of view, subordinates tend also to check 
policy against management behavior. What management 
does speaks louder than what management says. Men on 
the receiving end of orders develop great skill in sorting 
out those which the boss really meant from those the 
boss merely thought he meant. Operating personnel 
view management activities not according to common 
sense or logic but according to the impact of these events 
on themselves. 


Chapter IV The Role of a Top Executive 


Executives have tended to develop, over the years, 
certain customary ways of thinking and behaving, a pat- 
tern which may be called ‘‘the executive role.’ Each 
executive tends to copy to some extent the role of his 
superior and adapt his own behavior to it. Thus a pat- 
tern is developed. 


The Office Environment 

The top executive of any large company is pressed for 
time. A competitive business can never stand still. The 
top executive must find time, in spite of these daily 
pressures, to develop and execute long-range plans. 

The top executive is forced by these severe time pres- 
sures to build up defenses against the waste of time. His 
office arrangement with defenses in depth consisting of 
outer offices, secretaries and receptionist may conserve 
his time but may also insulate him too completely from 
the real physical facts of his business. His major daily 
contacts are necessarily with his immediate associates 
and with the reports and figures that flow over his desk. 
At the same time he cannot afford to lose personal touch 
with his factories, laboratories and sales offices, nor with 
his employes and his customers. He must work effec- 
tively with people as well as with plans and figures. The 
mark of a top executive is his ability to strike a success- 
ful working balance among all these demands. 


Responsibility for Associates 

The top executive of a company exerts a tremendous 
power over the lives of the people with whom he works 
every day—in their homes as well as in their offices. In 
high-level promotions, the chief executive's choice may 
well be the factor which determines that one man satis- 
fies his life ambition while another does not. The good 
executive uses this power carefully and sparingly. His 
first duty is to build a harmonious skillful management 
team whose loyalty to the company will transcend per- 
sonal ambitions and individual likes and dislikes. 


Responsibility for Subordinates 

The top executive has no direct way of dealing with 
executives more than one level below him nor with the 
rank and file of his employes. He cannot deal with them 
face to face. If he wishes, for example, to improve the 
quality of a product or to reduce the cost of another, he 
can issue orders in only the most general terms. The 
success of his efforts will depend on how well he has 
built and trained his management team and how well 
they in their turn have passed along the spirit of coopera- 
tion and how well they have built up their own depart- 
mental organizations. 

In spite of these limitations imposed by the formal 
organization chart, the top executive influences the be- 
havior of the lower ranks of executives and supervisors 
in important ways that may not be realized at the time 
and that cannot be reduced to rules. The manner in 
which the chief executive deals with a subordinate man- 
ager or supervisor while strolling down a corridor be- 
tween appointments may actually be his most significant 
contribution to the day’s work. 


Characteristics of Success—V ision 

One of the important abilities of the top executive is 
to see opportunities for moving ahead, for new business 
or for additional profits. The executive who can see these 
openings and who goes after them energetically will 
carry his organization along with him. The successful 
executive is almost by definition a confident and aggres- 
sive person. At the same time he avoids dominating the 
personalities of his associates. If he is tempted to domi- 
nate he is apt to lose sight of his original objective in 
the gratification of this appetite for power over others. 

There is no fundamental principle which dictates that 
the top executive of a large concern should function as 
an individual “‘star’’; neither is there any principle which 
dictates that he should work as a member of a cohesive 
group. Both procedures have been successful. But the 
trend appears to be in the direction of teamwork. Many 
of the executives observed in this study had achieved 
their position primarily as members of a group, and 
were happy to admit it. 


Characteristics of Success—Decision Making 
Along with the aggressive self-confidence that is so 
necessary a part of the executive role goes the capacity to 
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‘make decisions.” The factors leading to a decision are 
many and varied; the process by which a decision is 
reached can take a wide variety of forms. The training 
necessary for making decisions is also varied: ample ex- 
perience, analyzing this experience, testing conclusions 
by action, acquiring a feel for the necessary facts in any 
given instance, and developing a sense of timing that 
tells one when to stop gathering facts and come to the 
point. 

The wise executive knows that in many cases the right 
decision is to do nothing. To men accustomed to action, 
inaction may be the most difficult decision to make. 
Dominating executives are especially subject to this 
danger. On the other hand group decisions may be too 
cautious. The role of the top executive is to strike the 
right balance in decision making. 

As with other forms of delegating responsibility and 
authority, the delegation of responsibility for making 
decisions is an effective organization builder. Cultivat- 
ing the capacity of junior executives to make decisions 
concerning matters within their own authority and 
within a framework of company policy develops them 
for greater responsibility. 


Chapter V The Top Executive as an Individual 


“Behind the executive stands the individual.” In the 
authors’ opinion if there is any secret to success it is lost 
somewhere too deep in a man’s character and in the 
whole fabric of his past contacts with life to be readily 
put into words. 

Successful business men seem to acquire and hold 
many traits in common but these common traits are not 
extensive enough nor sufficiently fundamental to make 
up one “type” of successful executive. If there is any 
one characteristic that is common to all successful ex- 
ecutives it is the strength and ability to make the most of 
the personality each one happens to possess: to be him- 
self and make the most of what he has. The variety of 
individual make-ups is wide indeed. Each successful top 
executive builds an organization compatible with his 
own personality and methods. ‘The important criterion 
is not what qualities make a successful executive, but 
how he uses the qualities he possesses to meet the human 
and technical needs of the situation around him.” 


The Question of Motivation 

Once the basic common need of earning a living has 
been satisfied, the executive finds his greatest satisfaction 
in the sense of accomplishment in terms of his own 
career, his family, his corporation and the community. 

As to more specific motives, perhaps the one most gen- 
erally recognized is the desire for ‘‘success.”’ Next to this 
is the desire to utilize fully an aggressive and energetic 
personality for good ends: organizing men and mate- 
rials, making decisions that lead to important action, 
earning a profit for his company and building up an 
enterprise. Other motives may be the approval of other 
people, or to gain and exercise power. A few may be 
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driven by the desire to dominate other men; still others 
may be most concerned with “making their pile” for its 
own sake. 

Needless to say, the net balance of factors for any one 
person is sure to be complex. Many forces in the man 
himself and many forces from outside may combine to 
lead him through stage after stage of discovery of what 
his abilities are, how he can use them, and what satisfac- 
tions he can derive from them. 


Growth and Change within the Individual 

To what extent can the able executive develop his 
powers—and more especially overcome the “defects of 
his virtues’ —in order to attain a better balanced charac- 
ter and behavior? It has been suggested, already, that 
the important criterion is not what qualities an executive 
possesses but how he makes use of what he has. 

In the first place each individual possesses certain un- 
derlying characteristics, values and attitudes which make 
the person what he is. These are not easily changed. If 
they are changed the causes will usually be found outside 
the field of business, generally in some deeply emotional 
experience. For the present purpose it will be assumed 
that these underlying characteristics, values and attitudes 
will not be changed. 

At a lower level of experience a slow rate of change 
is relatively easy and is going on all the time. This is the 
working level and concerns the individual's working 
habits and attitudes toward his job and the way it should 
be done. Working habits and attitudes of an executive 
may be determined by the training he received from his 
superiors, or at the other extreme, the junior executive 
of a more independent nature may profit from the mis- 
takes and defects of his immediate superiors. 

Working habits and attitudes are strongly influenced 
by the nature of the executive’s work. They are formed 
usually over a long term of years and may be difficult to 
change to any major extent. Experience with one com- 
pany may form habits and attitudes that would be un- 
suitable and obnoxious in a new position in a different 
company. An executive whose experience has been 
gained in a technical department may be a “‘fish out of 
water” in a more general administrative position. An 
executive with long training in staff work may find it 
difficult to assume the more direct responsibilities of an 
operating department. 

But these are only tendencies. Some executives have 
been able to change their working habits and attitudes 
markedly in order to meet new and different responsi- 
bilities. As with many other questions dealt with in this 
book, it is possible neither to set down principles nor to 
dogmatize about practice. The capacity of the individual 
to change his working habits and attitudes and the re- 
quirements of various situations vary over an extremely 
wide range. 

Nevertheless, broad training in different kinds of 
work or with several companies is advisable to develop 
the capacity for change and growth. Among younger 














executives the expression is frequently heard, ‘You can’t 
afford to work for money.” Good training under good 
supervision, the right kinds and breadth of experience 
are important. 


Chapter VI The Process of Delegation 


The principle of the delegation of authority and re- 
sponsibility from higher to lower executive levels is 
familiar to everyone and is generally accepted as the 
foundation of effective administration. But its practice 
suffers from many different degrees of acceptance and 
understanding. 

In a corporation the president is held responsible to 
the board of directors and to the stockholders for the 
operation of the enterprise. Because he cannot, in his 
own person, discharge all the duties of his office he is 
empowered to delegate duties to subordinate officers, 
who in turn further divide and delegate until the most 
detailed functions are provided for. 

But this formal aspect of delegation of authority, 
solely from the top down, is only a convenient fiction. 
Actually, as a corporation grows in size and complexity 
new skills of administration and technique are required. 
The top executive finds himself in control of, and re- 
sponsible for, activities about which he may know very 
little. He administers his office not alone by delegating 
authority, making decisions, and issuing orders, but also 
by serving lower levels of executives by making their 
jobs easier and their actions more fruitful. He clears 
away financial and organizational obstacles; he avoids or 
settles interdepartmental clashes. He determines ques- 
tions of priority in the use of corporation resources. The 
organization develops and works from the bottom up as 
well as from the top down. 

Also delegation of responsibility is not a rigid or 
static situation. The kinds and extent of authority that 
can be delegated safely continually change with the 
growth of the individual executives involved. 


Top Management Attitudes 

What can be delegated effectively and the success of 
delegated responsibility also depends on the attitude of 
the top executive. Some executives are more concerned 
about establishing limits of authority; others, while rec- 
ognizing that limits are necessary, are primarily inter- 
ested in increasing the productivity of their subordinates. 
It is the difference between “holding men responsible” 
and encouraging men to act creatively; the difference be- 
tween rigid discipline and encouragement and support. 

The good executive whether president or manager of 
the least department, is the executive who recognizes 
the human factors in the job of delegating work and sees 
the dual nature of his job—the authority he must exert, 
the service he must render. He should know how to pass 
on instructions and to protect his own subordinates from 
unreasonable demands. At the other end of the problem 
of delegating authority, he should know how to protect 
his overzealous or overambitious subordinates from ex- 
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ceeding the proper limits of their authority or of their 
experience. This requires a detailed knowledge of the 
capacity and judgment of each subordinate. There 
should be some informal or formal procedure by which 
the senior executive can keep his men from getting 
“over their heads” and from damaging the company and 
also their own self-confidence. Delegation is most suc- 
cessful when a comfortable personal relationship exists 
between senior and junior executives. 


Chapter VII Channels of Communication 


An executive obtains his information in many ways 
and one of his essential skills is the technique of obtain- 
ing necessary information without being swamped by 
nonessential reports, statements, and statistics. Some in- 
formation of considerable value may come from in- 
formal sources; from friends or business associates or 
even “from his caddy who has a part-time job in his 
company.” How valuable these informal sources may be 
depends largely on how he goes after information of 
this kind and how he uses it. A second responsibility of 
the top executive is to see that the necessary information 
concerning company operations reaches down the line 
to those who need it. 

Effective communication involves understanding of 
the hidden or latent meaning of words as well as their 
more obvious surface dictionary meaning. The reasons 
given by employe groups for opposition to some new 
plan or arrangement are frequently not the most im- 
portant reasons. These latent reasons will reach the in- 
terested executives only if informal channels of com- 
munication are kept open by frequent personal contacts 
and mutual confidence. The way in which necessary 
criticism of junior executives is handled also involves 
manifest and hidden results. Criticism may be harsh and 
imply a threat or it may be softened by an expression of 
general confidence and imply a request for action and 
improvement. 

Accurate and effective communication is not merely 
a matter of choosing words carefully according to their 
dictionary meaning. It requires anticipation by the senior 
executive of the hidden implications received by the 
junior; it means the discovery by the senior of the hid- 
den meanings of the bare facts that come to him. 


Channels of Communication and the Organization 

Chart 

The personal relationships prescribed by the formal 
organization chart should not be allowed to block de- 
sirable channels of communication. Operating needs fre- 
quently cut across organizational lines as has been 
pointed out. Often subordinates have been told not to 
consult men in other departments. Many a department 
head has said, ‘If you want to know anything, ask me, 
and I'll get the information through the regular chan- 
nels.” At the same time, the liberty to cross formal de- 
partmental lines can be abused. The subordinate must 
act in good faith and for the good of the company, and 
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not for his own advantage. The senior executive also has 
an obligation when he crosses organizational lines and 
obtains information or otherwise consults subordinates 
more than one level below him. He should keep his im- 
mediate subordinate informed of any important facts 
or actions. Obviously he should not issue instructions ex- 
cept through regular channels. 


The Personal Touch 

The essence of the open informal atmosphere neces- 
sary for effective communication is frequent face-to-face 
contacts. Some top executives believe they cannot spare 
the time for these informal conversations and meetings. 
The penalty is the blocking of important sources of in- 
formation. Informal contacts must be frequent so they 
can be casual and without hidden implications to sub- 
ordinates. If visits ‘down the line” are exceptional they 
are apt to be disrupting and to start rumors of impend- 
ing trouble. ‘There must be something wrong, or the 
boss wouldn’t come here.” 

Among the capacities which the executive should cul- 
tivate deliberately is the obvious one of making himself 
available to subordinates. But this ‘‘open door’’ policy 
has become a farce in many companies; for even if the 
executive, himself, sincerely wishes to keep his own door 
open, few employes will risk suspicion from their fel- 
low employes and supervisors by a solitary march up to 
the office of the big boss. It is safer for the executive to 
walk out of his own door and pay visits elsewhere, pro- 
vided he does so often enough to avoid shocking the or- 
ganization and that he conducts himself with the neces- 
sary discretion. 


Chapter VIII Control and Measurement 


Control systems are a fairly recent addition to man- 
agement’s kit of tools. The direct comparison of per- 
formance with standards enables top executives to direct 
and control the activities of many more people scattered 
among many different departments and plants than have 
ever before received centralized direction. Management 
can concentrate attention on departures from good per- 
formances. 

The aims of control systems are at least threefold: 
(1) to provide each key person with the facts he needs 
to help him do his job; (2) to give him some measure of 
his progress in accomplishing the task within his con- 
trol; and (3) to give top management a feel for what is 
going on. 


What Makes an Effective Control System 

Control systems are likely to be more effective as they 
provide current information, information about yester- 
day's results. They should be used at the working level. 
Figures that reach the upper levels of management are 
apt to be too old and too “‘consolidated” to point directly 
to the remedial action that may be required. Controls, 
therefore, should be understood and accepted by the line 
supervisors; they should not be imposed from above. 
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Control systems should be designed with the help of 
all the executives and supervisors who are expected to 
use them. When system planners take the time and 
trouble to consult and work with line supervisors they 
may be agreeably surprised by the amount of useful in- 
formation they acquire and, later on, by the better co- 
operation they receive. 

There is some danger that system planners who iso- 
late themselves from operations will become so much 
interested in their technical problems and their systems 
that they will lose sight of the moze baffling human prob- 
lems that will arise in the execution of their plans. Con- 
trol systems are apt to prove most effective when they are 
designed around the real needs of the personnel directly 
concerned. Otherwise each supervisor will have his own 
“little butcher book’’ or more elaborate looseleaf binder 
of charts. 


Gaining Acceptance of Standards 

The acceptance of standards of wage systems, expense 
control systems, production and sales quotas depends 
very largely on emotions and personal interest. It is 
difficult for the production worker to believe any time 
value or piece work quantity is fair if it reduces his pay 
check. The authors found no case in their studies where 
people were convinced of the fairness of a standard by 
technical explanation alone. The reputation for fairness 
or for arbitrariness of the executives involved was found 
to be more influential. 

Even the most reasonable and most cooperative super- 
visor or employe will balk at accepting a standard of 
performance if the causes of poor performance fall out- 
side his control, or if the administration of the plan is 
not fair. 

The best control system is no substitute for careful 
continuous personal review of operations on the factory 
floor or in the district sales office. Neither should one 
control figure be overstressed by top management. If it 
is, the paper record may be good but actual performance 
may still be poor. 

No control system will be successful without top man- 
agement support and active promotion. If money incen- 
tives are a part of a plan the money rewards must be 
worth while. 


Chapter IX Organization Charts and Manuals 

Organization charts and organization manuals are an 
aid to management especially in large complex corpora- 
tions but they can become “master instead of servant’’ if 
they are made too rigid and too important. Many op- 
erational problems cross organizational lines; organiza- 
tional lines should not be built into walls so that they 
cannot be crossed on occasion. 

As industry becomes more complex and. specialized 
men naturally want to fit all the parts together into a 
workable whole. An orderly procedure is necessary to 
guarantee that things will get done and organization 
charts and manuals are the commonly accepted tools for 
achieving this kind of order. 














Limitations of Organization Charts 

An organization chart is no guarantee of good man- 
agement but its absence may be a sign of confused man- 
agement. 

An organization chart can show only the formal ranks 
and positions of the several executives and departments. 
It cannot show the actual prestige and power of the in- 
dividuals in the living organization, nor the real in- 
fluence of officers or departments on operations. Even 
titles do not mean the same thing in different companies 
nor at different times in the same company. 

Nor does an organization chart tell the stranger any- 
thing about the informal relationships and contacts 
that crisscross the formal organization lines and that are 
necessary for effective operations. Seasoned personnel 
know their way around in this informal network. New- 
comers feel lost until they learn. The importance of this 
informal organization, continually shifting with the 
nature of current problems, has been stressed in preced- 
ing chapters. 

The formal organization, as shown in charts and man- 
uals, is influenced in most corporations by the peculiar 
abilities and experience of the available people. It is 
necessary and desirable in most cases to fit the organiza- 
tion to people rather than force people into a rigid or- 
ganization scheme. Organization theory must frequently 
be changed and adapted to fit the needs of the current 
situation. 

The Human Factor in Organization Charts 

There is also a personal aspect to the influence of the 
organization chart. There are few people whose deepest 
personal feelings are not bound up in their position in 
the organization, where they stand and whether they are 
advancing. Their title and their position in the organiza- 
tion chart are important to them. In any case these per- 
sonal reactions to the organization chart are one of the 
central facts in the operation of a business and anyone re- 
sponsible for organization planning must take these per- 
sonal feelings into account. 

As was seen in the preceding chapter on control sys- 
tems, organization planning is done best when it takes 
actual operating conditions and available personnel into 
account. Organization theory alone is an inadequate 
guide. 

To put a new organization plan into effect is a difficult 
and time-consuming operation. Its success requires much 
more than a new organization chart and manual. It re- 
quires, first of all, understanding of the objectives of the 
plan; it requires consideration of the personal feelings 
involved in the changes. It must take into consideration 
the endurance and persistence of existing ways of doing 
things. For every one who is eager for the change, there 
is some one who will fight to preserve things as they are. 


Chapter X Executive Use of Staff Organization 


One of the paradoxes that faces the top executive is 
the need for both more specialization and for /ess spe- 
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cialization in his organization. He needs more specialists 
in research, in product design, in manufacturing proc- 
esses and systems, in selling. The executive must secure 
the coordinated effort of all these specialists, but he can- 
not hope to master all the specialties over which he pre- 
sides. One answer to this situation is the management 
team and management staffs. One of the tests of ad- 
ministrative ability is the way in which a top executive 
uses this staff assistance. The executive has the continu- 
ing problem of aiding his line and staff subordinates in 
learning how to work together effectively—something 
that the authors found to be well done in very few com- 
panies. 


The Line and Staff Problem 

In organization theory, the line or operating execu- 
tives are the doers and decision makers; staff executives, 
on the other hand, head up specialized service and ad- 
visory departments. They do not have the right to issue 
orders; they must sell their ideas to some line executive. 

In practice this sharp demarcation between those who 
issue the orders and those who serve and advise becomes 
blurred. Theory gives way before the dominating pres- 
sure of strong personalities or exceptional abilities. Even 
in the simplest form of line and staff relationship, prob- 
lems due to personalities arise and time is required to 
work them out. Two supervisors working for the same 
line executive, one in a line position and the other in a 
staff position, may work together effectively, may de- 
velop polite arm’s-length relations, or they may engage 
in continual conflict. The relationship they eventually 
work out depends in large part on the attitudes and be- 
havior of their common superior. As the organization 
relationship of staff to line supervisors becomes more 
complex and the common coordinating executive is far- 
ther up the organization ladder, these difficulties are ex- 
aggerated. The need for understanding the individual 
and gtoup reactions becomes more pressing. 

The problems of successfully coordinating staff activi- 
ties with line activities increase when the staff activity is 
organizationwide. Examples may be found in many com- 
panies in the areas of employe relations and accounting. 
Both of these staff activities touch all plants and all de- 
partments. Broad company policy requires uniform ad- 
ministration of union-management contracts and uni- 
form accounting practices. At the same time plant and 
department managers are apt to feel that their local situ- 
ations are different and that different practices should be 
followed in their case. 


Effective Line and Staff Cooperation 

The ideal situation is one in which all the special 
knowledge in engineering, production, labor relations, 
and public relations is brought to bear at all levels of 
supervision. All the abilities of the specialized staffs are 
channeled through the foremen and other line super- 
visors to all employes. The quality of staff operations 
can be judged better by the degree to which this ideal is 
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approached in the behavior and performance of line 
supervisors than by the more direct measure of the spe- 
cialized knowledge of the staff. The problem is to obtain 
through the line organization results which embody staff 
skills. 

It is easy to say how staff personnel should behave; it 
is much more difficult for the executive to recognize and 
alleviate the pressures which prevent staff personnel 
from working effectively. 


Chapter XI Further Problems in the Use of Staffs 


This chapter discusses a variety of additional prob- 
lems in the use of staffs: 


. The assistant to a senior executive. 
. Supervisory activities of staffs. 

. New staff departments. 

. Long-range planning. 

. Top-level coordination. 


The Assistant to a Senior Executive 

The assistant to a senior executive may occupy any po- 
sition between that of a “leg man’ to that of an invalu- 
able means of communication to and from the rest of 
the organization and a confident and informal advisor. 

At his best, the staff assistant supplements and com- 
plements the abilities of his superior and conserves his 
time. He may have social abilities and human qualities 
that the boss lacks. He keeps lines of communication 
open, but a misguided assistant may abuse his position, 
block lines of communication, and presume to make de- 
cisions beyond his authority. 

The mature and wise assistant can be a confident of 
his superior and by being a good listener enable the su- 
perior to “blow off steam” for the good of his own dis- 
position and without damage to his organization. 

For younger men in the organization the position of 
staff assistant will be less responsible and less confiden- 
tial but it will provide excellent training in the moxe 
general phases of administration. It will provide the 
younger man with opportunities for contacts with other 
major executives, acquaintance with the problems com- 
ing to the chief executive and his methods of handling 
them. This position can be made an observation post and 
training for more important responsibilities. 


Supervisory Activities of Staffs 

In theory, staffs should not encroach on the authority 
of line executives, but in practice, as has been pointed 
out in an earlier chapter, there is no sharp line between 
staff and line activities. The encroachment of staff execu- 
tives on line responsibilities and the refusal of line ex- 
ecutives to use staff agencies generate heat at operating 
levels. Whether temperatures become dangerous is 
largely under the control of top executives. 


New Staff Departments 


New staff departments and major changes in the re- 
sponsibilities of existing staff departments introduce 
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new personnel problems. Line executives are apt to dis- 
count the necessity for the new activity and to doubt the 
special expertness of the new staff personnel. Time is re- 
quired to establish mutual confidence. 

The level at which the new staff should be placed in 
the organization is a question that requires thought. A 
new activity may be set up to report to the president 
with the idea that this position of greater prestige will 
help the new activity to establish itself. The result may 
be just the contrary if the new executive overplays his 
position. As with all major organization changes the in- 
troduction of a new staff department should be preceded 
by consultation and discussion with the personnel in- 
volved to the end that the purposes and need of the new 
activity will be understood. 


Long-Range Planning 

Staff groups are usually employed by top executives 
to prepare long-range plans. Major plans such as the 
setting up of new plants or the development of entirely 
new product lines can be handied most effectively by a 
department or group whose only or principal responsi- 
bility is the new plant or product. Radically new plans 
are apt to be neglected if their development is left to 
executives and departments already occupied with cur- 
rent problems. 

Long-range planning of a more general nature should 
be tied in with the work of the top-management team. 
Personal feelings and relationships may become in- 
volved. The creation of a separate staff for suggesting 
and preparing long-range plans may be interpreted by 
operating executives as a limitation of their freedom to 
plan their own futures. 


Top-Level Coordination 

Most large companies have grown beyond the capacity 
of a single individual to control. Coordination is needed 
at the peak of the organization structure. The two most 
common methods of dealing with the problem are: (1) 
the creation of a coordinating staff, and (2) the building 
of a team of top line and staff executives to act in an 
advisory capacity to the president. 

The first method may run into difficulties in the rela- 
tions between the coordinating staff and the top oper- 
ating executives. The chief executives may feel that the 
coordinating staff is overstepping its authority and that 
“small men are trying to push bigger men around.” An 
answer to this situation, found in some very large corpo- 
rations, is the formation of one or more policy commit- 
tees of senior line and staff executives. This form of 
coordinating organization is, in fact, an elaboration of 
the simple management team. 


Chapter XII Building an Organization 


All the elements of the administrative process come 
together around the central problem of building an or- 
ganization. In its broadest sense building an organiza- 
tion may be regarded as a continual process to which all 
the day-to-day activities of a company can contribute. 
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When a new chairman or president is brought into a 
company to reorganize it, drastic measures on an emet- 
gency basis are justifiable only when the company’s fi- 
nancial or profit situation makes it clear that an emer- 
gency does, in fact, exist. 

It is wiser for the new head to try to locate the actual 
sources of failure or trouble and to work out solutions, 
problem by problem. Some of the most important of 
these problems may be such that a long time will be re- 
quired to work out final answers, as, for example, in a 
company which has been a one-man organization and 
which lacks strong junior executives. Lack of coordina- 
tion and too much freedom of action may also be the 
source of failure. Most major changes in policy and per- 
sonnel require time to work out—one or more years as 
a matter of experience. On the other hand, changes in 
morale and atmosphere can be brought about by a new 
chief executive almost overnight. 

Organizations can be built in two ways: by building 
an organization around the men presently available, or 
by designing the ideal organization chart and trying to 
find men who will fit into the “boxes” which make up 
this ideal structure. Most successful organizations fall 
somewhere in between these two extremes. The ideal or- 
ganization chart may be recorded only among the presi- 
dent's confidential papers and may serve only as a guide 
to be used when major changes in personnel become 
necessary for other reasons. 


Developing Y oung Executives 

One of the most important phases of building an or- 
ganization is the training of junior executives for bigger 
jobs. As indicated at the opening of this chapter this 


phase of building an organization is continuous and in- 
separable from day-to-day operations. It involves the 
effective delegation of responsibility and effective com- 
munication from senior to junior. 

At times, building an organization requires drastic 
action to remove men who do not measure up to their 
responsibilities and who cannot be changed in attitude, 
behavior, or ability or whatever lack may be the cause of 
their failure. One of the disappointments met with by 
top executives is to discover that a man who has shown 
clear promise fails when promoted to a position of 
broader responsibility. Dismissal or demotion of key 
executives is disturbing to other executives unless the 
action is clearly justified by the failure of the individual 
involved. It is to be desired that the personnel of the de- 
partment whose head is removed should be aware that 
action was necessary. They will then accept the change 
as beneficial and without loss of morale. 

There are good and bad ways of introducing new ex- 
ecutives from outside the organization. How well the 
new executive can get along with other people in the 
executive family should receive careful consideration. 
The repercussions of the new executive on other execu- 
tive positions and ambitions may influence his chances 
of success. The president or other top executive involved 
can do much to help straighten any ‘“‘noses that may be 
out of joirit.” 

Building an organization is not a job that can be dele- 
gated by the president or by the least important depart- 
ment head. Each executive who controls the business 
lives of other men is responsible for their training and 
progress or, unfortunately, for their elimination if they 
cannot be trained. 





The substance of this book does not lend itself to a 
simple summary or conclusion, because lifting ideas 
about executive behavior out of their context might lead 
to distortion. The main purpose of the book has been 
to suggest ways of looking at things that would help in- 
dividual readers to illuminate some part of their past ex- 
perience and present concerns, and that would suggest 
ways of doing things for the future. 

In conclusion the authors share with the readers a 
few over-all impressions of their own. 

First, executives, who are concerned about building 
organizations that will operate effectively and also pro- 
vide people with satisfying activities, need to recognize 
that the process is a continuous one. Time, patience, and 
awareness are the major ingredients of the administra- 
tive process. 

Second, in most of the companies studied, the authors 
found that the task of top management was no longer a 
one-man job. In some cases, top executive teams were 
fully formed; in some cases, they were in the process of 
development, and in others the need for them had be- 
come clearly apparent. 


Third, the authors found that in many companies ex- 
ecutives could have placed a great deal more faith in the 
capacity of subordinates to assume greater responsibility. 
Executives who systematically gave responsibilities to 
their juniors increased their own effectiveness through 
this process to a degree that sometimes appeared almost 
spectacular. 

Fourth, all the evidence gathered in this study sug- 
gested that there is no substitute for face-to-face contact 
as a means of insuring adequate communication in an 
organization. The authors therefore offer the hypothesis 
that any administrative unit should be small enough to 
permit the executive or supervisor in charge of it to en- 
gage in frequent face-to-face contact with its members. 

The final impression which the authors share with the 
reader is one of confidence that most executives possess 
the capacity for developing greater understanding of the 
human context of their work, and that as time goes on, 
an increasing number of executives will in fact recognize 
and act upon the need for such development. The great- 
est potential that industry possesses is its human poten- 
tial —FRANK D. NEWBURY 
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PUBLICATIONS OF CONTROLLERSHIP FOUNDATION 


(PRICES ON REQUEST) 


MANAGEMENT PLANNING FOR 

CORPORATE TAXES 
This report is designed primarily as a “selling 
document,”—a thought starter for top financial 
management as to how to manage taxes. It is not 
a substitute for commercial services on taxation; 
it is not designed for the use of lawyers, account- 
ants or tax experts. The report deals with cor- 
porate organization and executive attitudes and 
viewpoints. (1951) 


DEFENSE MOBILIZATION: 

What Management is Doing 
Based on interviews with 35 companies who are 
doing something about meeting the impact of in- 
dustrial mobilization, and on interviews with key 
personnel in Washington. The report contains an 
extensive Preparedness Check List for Manage- 
ment compiled by the Munitions Board. (1951) 


BUSINESS CONSULTANTS: 

Their Uses and Limitations 
Based on experiences of 61 companies, this study 
answers these questions: What are the pertinent 
facts about consultants? Why do companies use 
consultants? How do companies choose consult- 
ants? How do companies get their money's 
worth? (1951) 


FACTS AND FIGURES 

FOR COLLECTIVE BARGAINING: 

The Controller’s Role 
A case history study based on the experiences of 
over 40 companies. Tells what facts to give, what 
records to keep to tell management's side of the 
story in labor negotiations, arbitrations and fact- 
finding investigations. (1950) 


SETTING SALARIES IN THE 
CONTROLLER’S DEPARTMENT 
A manual that is much more than a manual— 
Takes the guesswork out of job pricing and giv- 
ing raises. Contains detailed instructions on how 
to set salaries scientifically. Draws from the meth- 
ods used by 22 companies and the salary scales 


used by 500 companies. Aims specifically at mid- 
dle management jobs in the controller's depart- 
ment. (1950) 


BUSINESS FORECASTING 
What can forecasting do for your business? Can 
accurate forecasting be done in your company? 
How can it be done? This report helps you to 
answer these questions by bringing you the de- 
tailed experiences of 38 companies which have 
found business forecasting an indispensable tool 
of management. (1950) 


EVALUATING MANAGERIAL AND 
SUPERVISORY JOBS IN THE 
CONTROLLER’S DEPARTMENT 
This study makes it possible for the controller to 
apply scientific principles of job evaluation to 
managerial positions in his department. Based 
on intensive research into the methods of 22 
leading corporations. (1949) 


CONTROLLERSHIP 

IN MODERN MANAGEMENT 
A symposium written by twelve specialists. Traces 
the evolution and development of controllership 
in business and government. Tells how industry 
and educational institutions can recruit and pre- 
pare the controller of the future. (1949) 


DEPRECIATION POLICY 

WHEN PRICE LEVELS CHANGE 
As a service to the business community, Control- 
lership Foundation assembled a compendium of 
the principal authoritative opinions, case histo- 
ries of company actions, and collections of infor- 
mation on this subject. (1948) 


WHAT PEOPLE WANT TO KNOW 

ABOUT YOUR COMPANY 
A public opinion study to find out what “run of 
the mine” stockholders, women investors, large 
investors, financial analysts, employes and labor 
unions want to know about your company. The 
report discusses why the different publics are dis- 
satisfied with financial reports and what to do 
about it. (1948) 


CONTROLLERSHIP FOUNDATION, INC. 
1 East 42nd St., New York 17, N. Y. 






































State Tax Reports... 





© State taxation once was easy. The property tax, a franchise tax, and 
a few license taxes made up the picture. But now all this is changed. 


© New and drastic forms of taxation have been created, rates have sky- 

rocketed, more and still more tax money is demanded. Today, as never before, 
correct, continuing tax information is vital to effective, economical business management. 
And not just at return time, but all through the year. Tax control must be carefully planned, 
plans constantly revised to match the swift pace of present-day tax changes. 


® For these basic reasons Tax Men everywhere welcome the special assistance of CCH’s 
State Tax Reports. 


© Forty-eight states and the District of Columbia are each individually covered by CCH's 
State Tax Reports, each state the subject of its own reporting unit. Swift, accurate, con- 
venient, the informative regular issues of each unit keep your tax facts and information 
constantly up-to-the-minute. Coverage includes new laws, amendments, regulations, rul- 
ings, court and administrative decisions, return and report forms—in short, everything 
important or helpful in the sound and effective handling of corporate or individual state 
taxes and taxation. 
Write for Full Details of Reporting for Your State 

COMMERCE, CLEARING, HOUSE, INC., 

PUBLISHERS OF TOPICAL LAW REPORTS 


CHICAGO 1 New YorK 18 WASHINGTON 4 
214 N. MICHIGAN Ave 522 Firrtn Ave. 1329 E Streer. N. W. 
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“In our office figure work must be right! 
That's why my boss got me a new Compt 
ometer. Now my work is fast and right the 
first time.” (Comptometer’s exclusive three- 
way control absolutely eliminates errors 


“It’s so easy to operate. My hands seem to 
float over the keyboard and the touch is 
practically effortless. No more 4 o'clock 
wilts for me!” (Floating Touch brings ease 
of operation plus speed and accuracy — an 


“There are so many features a girl appre- 
ciates! —The new Comptometer colors, for 
instance, are easy on the eyes.” (Colors 
are scientifically selected to prevent eye- 
strain! Finger-form key tops! Feather light 


caused by faulty stroke!) unbeatable combination! ) weight! Giant answer numerals! ) 





Naturally, we are pleased and proud 

that operators from coast to coast (and their bosses, 
too!) have expressed enthusiastic approval of the 
new Comptometer. 
You and your operators will also be delighted with 
its speed, efficiency and ease of operation! Why not 
call your nearest representative today . . . and ask for 
a demonstration? 
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Made only by Felt & Tarrant Manufacturing Co., Chicago, and sold exclu- 
sively by its Comptometer Division, 1785 N. Paulina St., Chicago 22, IIL 
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High light of the 20th Anniversary Annual Meeting of Controllers Institute was the banquet held in the Grand Ballroom addressed by the 
Honorable Wallace F. Bennett, United States Senator from Utah. Officers and directors for the forthcoming year were at the head table. 


20th Annual Meeting of Controllers Institute 
Reviews the Past and Forecasts the Future 


From the assurance, in the opening address, that ‘Controllers 
are People, Too!” to the equally heartening observation, at the 
closing luncheon three days later, that things are looking up for 
America, the 20th Annual Meeting of Controllers Institute 
passed smoothly and constructively into history. All sessions, 
including the industry conferences, were well attended, and ap- 
proximately 1,000 members and guests were present at the annual 
banquet. Another high point of the gathering was the 20th An- 
niversary observance, at which 16 of the Institute’s past presi- 
dents, in attendance, were honored by the delegates. 

The reference to the fact that controllers and accountants are 
not ‘pretty cold customers with comptometers for heads and dou- 
ble-entry ledgers where their hearts should be,’ was made by 
H. E. Humphreys, Jr., president and chairman of the board of 
the United States Rubber Company, New York, who identified 
controllers as “people who, in addition to the regular human 
urges, also feel the urge to be precise. As such, they perform a 
vital role for employes, customers, stockholders and the public 
under our American business system. 

“Yet, I doubt,” he added, “that many people have any clear 
conception of how they are benefitted personally by the efficient 
efforts of the controllers and accountants of half a million cor- 
porations in collecting, protecting and disbursing nearly $400 
billion a year.” 


People will understand industry better, Mr. Humphreys ob- 
served, if they know more about business and what makes it tick 

~and this involves cooperation from the controller. 

“Who is in a better position than controllers to explain the 
American business system ?’”’ he asked. “Who has a broader view 
of all the phases of the corporation and how each is related to all 
the others ? Who else sees daily the concrete results of production 
and sales research ? Who knows better the relation between these 
factors and prices, inflation, profits? To keep earning our profit, 
we must strive always to help people to live better by putting peo- 
ple’s money and people's talents to work to provide more and 
better things at lower cost.” 

Mr. Humphreys was guest speaker at the luncheon on Monday, 
October 1, at which Arthur Surkamp, general chairman of the 
20th Annual Meeting and vice president of United States Rubber 
Company, New York, called the assembly to order. Wm, Herbert 
Carr, retiring chairman of the board of the Institute and vice pres- 
ident and treasurer of the California Packing Corporation, San 
Francisco, presided. In addition to presenting the speaker, Mr. 
Carr announced the election of Charles Z. Meyer, comptroller, 
First National Bank of Chicago, as national president for 1951- 
1952. 
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At the opening luncheon on Monday, the speaker was H. E. Humphreys, Jr., president and chairman of the board, United States Rubber Company, New 
York. Mr. Humphreys is the ninth from the right on the front table, seated between Arthur Surkamp, general chairman of the 20th Annual Meeting and vice 


president, the United States Rubber Company, and Wm. Herbert Carr, retiring chairman of the board, and vice p' 


At the “Oldtimers’ Table” at the luncheon commemorating the 20th Anniver- 
sary of Controllers Institute were (I. to r.): Elisabeth Evers, who holds the sec- 
ond longest record for employment in Notional Headquarters; Walter Mitchell, 
Jr., managing director; Camilla Christian, first employe on the staff; O. W. 
Brewer, the Institute's first treasurer, who served from 1932-1948; and Arthur 
R. Tucker, founder of Controllers Institute and managing director until 1948. 


The Honorable Wallace F. Bennett, United States Senator from Utah, address- 
ing the Annual Meeting banquet held Tuesday evening in the Grand Ballroom. 
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CONTROLLERSHIP’S ROLE 


The afternoon session opened with a symposium on controller- 
ship techniques, the first aspect being “Controllership Today and 
Tomorrow,” in which E. J. Hanley, president of the Allegheny- 
Ludlum Steel Corporation, Pittsburgh, spoke for management, 
and Daniel M. Sheehan, vice president, Monsanto Chemical 
Company, St. Louis, expressed the controller's point of view. 
John E. Hearst, comptroller, S. S. Kresge Company, Detroit, 


served as moderator. 

“The controller must never forget that he is operating a serv- 
ice department,” cautioned Mr. Hanley, himself a former con- 
troller and still a member of the Institute. ““As such, management 
charges him with producing, packaging, selling and servicing a 
product—information and assistance in the form of reports, in- 
terpretations and advice. His ‘customers’ are the persons charged 
with administering the various functions of the business. He is 
not only reporting to the president; his product must be designed 
for and used by the operating departments and preferably all 
supervisory levels of these departments. 

“The ideal controller,’ summarized the speaker, ‘must have a 
passion for anonymity. He must be a salesman, a tactful diplomat 
and a teacher. He must be a technically proficient, open-minded 
accountant. He must have ability in statistics. He must have a 
reporter's skill and an investigator's curiosity. He must also be 
an Organizer, for his department must function in his pattern. 
He must have mature judgment, so that he can suggest and advise 
as the occasion may demand. Above all, he must direct all his 
activities toward making his department useful in any way pos- 
sible to every functional and line executive in the organization. 

“To the extent that he is able to do this, he will succeed as a 
controller, with every possibility of stepping ultimately from the 
role of indispensable assistant into the spot where he takes re- 
sponsibility for undertaking the step that he advises.” 


TOMORROW'S CONTROLLER 

According to Mr. Sheehan, while controllership has not 
reached its peak, it has developed to a point where “the organi- 
zation status of the controller is that of a member of top-level 














The C ive lunch on Tuesday featured the “ 





‘Parade of Presidents” 


who have served under the banner of Controllers Institute since its founding in 


1931. From left to ‘right are seated 16 past presidents of the Institute in the order of their terms in office beginning with Frank J. Carr, the first Institute presi- 
dent, and ending with President Charles Z. Meyer, comptroller, the First National Bank of Chicago. K. Y. Siddall, past president 1948-1949, was toastmaster. 


management. It seems certain to me,” he added, “that controller- 
ship of tomorrow will encompass an even wider and more im- 
portant field.” One of the most fruitful of these potentialities, 
he pointed out, lies in the increased use of electronic equipment. 

“T have been interested for several years in the use and possi- 
bilities of electronic equipment in producing accounting records 
and financial and other reports,” the Monsanto executive de- 
clared. “I have seen in my own company the successful applica- 
tion of electronic equipment to accounting, and am convinced 
that such equipment will revolutionize the keeping of accounting 
records and the preparation of reports. For example, reports 
which formerly consumed 50 man-days in manual preparation 
are now produced through the use of the so-called ‘brain’ or 
clectronic-programmed calculator in eight hours. Future elec- 
tronic equipment may produce them in one hour.” 

As a result of such devices, the speaker predicted, controllers 
and accountants will be freed from drudgery and “pencil push- 
ing,” and will devote more time to interpretation of facts and 
solution of company problems—and this in turn will require 
more comprehensive education and training for controllership. 
He also stated his belief that electronic equipment would make 
monthly reports available only a day or two after the month’s 
close, and that many controllers will prepare operating reports 
at more frequent intervals—semi-monthly or possibly oftener, 
rather than monthly. 

Controllers should broaden their working knowledge of fi- 
nance, and particularly of money markets, Mr. Sheehan advised. 
“They should know more of the theory of money,” he concluded, 
“including the reason behind the rise and fall of interest rates, 
the various types of securities, and the advantages and disad- 
vantages of each type of financing.” 


ELECTRONICS AND ACCOUNTING 

Another speaker who expressed conviction that electronics will 
revolutionize accounting was Joseph B. Jeming, systems consult- 
ant to the Atomic Energy Commission, the Port of New York 
Authority and Consolidated Edison Company, who said, “It is 
now possible to transmit information from any originating source 
to a central office and simultaneously to any other number of 





Ogden Ashley, general chairman of the Industry Conferences, and treasurer of 
the Cleveland Pneumatic Tool Company, Cleveland (center with sheaf of papers 
in hand) gives a last-minute review of ar to i chairmen of 
the sixteen industry conferences held on "Tuesday afternoon, October 2. 








Frank Carr, first president of Controllers Institute, 1931-1933, and controller, 
Mallinckrodt Chemical Works, St. Louis, tells the assembled controllers about 
“The Institute's Beginning” at the Tuesday luncheon honoring past presidents. 
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The Board of Directors of Controllers Institute met on Sunday morning (above). 
The presidents of local Controls met for breakfast on Monday morning (be- 
low), under the chairmanship of James L. Peirce, controller, A. B. Dick Com- 
pony, and past president of the Chicago Control (standing at head table). 


desired places. It is possible to summarize such information into 
any number of required classifications. It is possible to make the 
desired number of calculations, such as additions, subtractions, 
multiplications and divisions, with this information. Finally, it 
is possible to produce the required form at as many places as may 
be needed for the operation of the business. The final report can 
be ready within an instant after the last transaction to be recorded 


has been completed.” 

While no one as yet has constructed an “integrated and elec- 
trically interconnected accounting system” of the type he de- 
scribed, Mr. Jeming predicted that the accountant of tomorrow 
will have to know how to fully exploit such a system, and that 
the controller will have to acquire technical personnel who will 
know how to maintain the mechanism and modify the system as 
the need arises. 


INFLATION PROBLEMS : 

The ‘‘pro”’ and “‘con”’ of ‘‘Can Conventional Accounting Cope 
with Inflation ?”’ were aired by two specialists in the replacement 
cost field—Carman G. Blough, research director of the American 
Institute of Accountants, and Arthur Dean, attorney, of Sullivan 
& Cromwell, New York. Mr. Blough made the point that, at the 
present stage of inflation and with the present need for govern- 
ment revenues, “there is little likelihood that the income tax law 
will be changed to permit any recognition of costs in excess of 
original cost in the calculation of taxable income. 

“If it were to do so with respect to business income, the whole 
concept of taxable income, wherever costs are incurred at a time 
when the value of the dollar is different from what it is at the 
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time of the sale of the asset, would have to be revised. The man 
who buys a Government Savings Bond for $750 and turns it in 
for $1,000 at a time when the $1,000 will buy substantially less 
than the $750 would when he invested it, has just as much right 
to claim a taxable loss as would a corporation to claim a loss for 
a similar relationship between cost and the present replacement 
cost of an asset.” 

A contrary view was expressed by Mr. Dean, who suggested 
that new ways be found to attack the problem, ‘The most flagrant 
shortcomings of conventional accounting today,”’ he explained, 
“are in its failure to distinguish what portion of the gross product 
or proceeds of sales of products is return of capital, and what is 
new or additional wealth. Section 113(a) of the Internal Revenue 
Code gives us a lead for an adjustment of costs by providing for 
their adjustment upward or downward by amounts representing 
capitalized additions to the asset or by amounts representative of 
reductions in value, such as depreciation and obsolescence, which 
have occurred and have been previously charged off, between the 
date of receipt of the revenue against which the cost in question 
is now being allocated. We should study whether in arriving at 
the final adjusted cost basis, a further similar adjustment should 
not be made for changes which have occurred in the value of the 
dollar between the date of acquisition of the asset and the date of 
receipt of the revenue against which the cost is being charged.” 

The moderator of this phase of the symposium was Robert N. 
Wallis, assistant treasurer, Dennison Manufacturing Co., Fram- 
ingham, Mass. 


SALARY-WAGE CONTROLS 

“Salary and Wage Controls: Fact or Fiction?’ started the 
morning program going on Tuesday, October 2. The speakers 
were Alexander R. Heron, industry member, National Wage 
Stabilization Board, Washington, D. C., who is vice president, 
Crown Zellerbach Corporation, San Francisco, and V. Henry 
Rothschild I, chief counsel and member of the Salary Stabiliza- 
tion Board, Washington, D. C. Wayne C. Marks, controller, Gen- 
eral Foods Corp., New York, served as moderator. 

Making the point that stabilization is needed to keep costs of 
rearmament in line, Mr. Heron laid the chief responsibility for 
wage increases at the employer's door. “The management of 
American business,” he declared, “controls wages, broadly 
speaking, in its every action on prices. Management has another 
major influence on wage controls in its function as employer. 
Every application to WSB for special approval of wage increases 
is the result of action by the employer. If a union is involved, the 
employer has agreed to give the wage increase requiring special 
approval. But the majority of the applications are from employ- 
ers where no union is involved. Thousands of employers are 
trying to make wage controls a fiction by using ingenious argu- 
ments to get approval of increases beyond the permissive regula- 
tions. Other hundreds of thousands of employers are risking the 
danger of making wage controls a fiction, by pressing for the last 
penny of price increases and thereby increasing the cost of living 
to which wages must be related.” 

Salary stabilization, according to Mr. Rothschild, is proceeding 
along self-administering lines. “We want our regulations to be 
sufficiently flexible to permit adjustments to continue to be made 
by industry itself in accordance with normal and usual plans and 
practices. Through the certification process, whereby company 























officers share in administration of the program, we are trying to 
put stabilization on a basis similar to the income tax. You do not 
come to the Government for approval of each accounting pro- 
cedure or expense item on your company’s tax returns. You make 
the decisions yourselves and ask for rulings and closing agree- 
ments only when a substantial question is presented. In the case 
of the income tax return, the taxpayer who wrongly computes his 
tax bill will, in most cases, simply have to pay the tax with inter- 
est. But with stabilization the penalties can be more severe, even 
to a disallowance of entire salaries.” 


STATE-LOCAL TAXES 

Another general session was devoted to ‘‘The Growing Impact 
of State and Local Taxes,” and began with an address by Henry 
L. Maggiolo, assistant to treasurer, Combustion Engineering- 
Superheater, Inc., New York, who serves as chairman of the 
National Committee on State and Local Taxation of Controllers 
Institute. Pointing out that state taxes on industry have expanded 
from $4 billion in 1940 to more than $9.5 billion in 1950, he 
said that the 1953 total might be as high as $12 billion. The major 
hope for correction, he implied, lay in the program being under- 
taken by Controllers Institute at the national and local levels. 
“We are on the threshold of a program,” he announced, ‘‘which 
—even if partially successful—should result in saving millions 
of dollars to taxpayers through simplification of tax reporting 
and elimination of unnecessary record keeping.” 

A symposium on the subject followed, conducted by Walter 
W. Walsh, partner in the New York law firm of Chapman, Bry- 
son, Walsh & O'Connell, who is a former tax commissioner of 
the State of Connecticut. 

The participants included Paul A. Reck, assistant treasurer, 
Sperry Gyroscope Co., Division of the Sperry Corp., New York, 
who stressed the new legal concepts in the taxation of interstate 
commerce which broaden the base on which state taxes can be 
collected; John McFarland, manager, tax department, Sun Oil 
Company, Philadelphia, who explored the burgeoning trends in 
local franchise, occupancy, sales and wage taxes; Adolph Kalin, 
comptroller, The Hooper-Holmes Bureau, Inc., Morristown, 
N. J., who outlined corrective actions to be taken by controllers, 
and Leo Mattersdorf, C.P.A., partner in Mattersdorf & Allen, 
New York, who predicted that if the increasingly chaotic condi- 


tions state and local taxes are not checked, industry might be 
faced with one over-all federal impost, with a portion of the pro- 
ceeds allocated to the states. 


ANNIVERSARY OBSERVANCE 

K. Y. Siddall, himself a past president and former board chair- 
man of the Institute, and comptroller, the Procter and Gamble 
Company, Cincinnati, presided at the luncheon commemorating 
the 20th Anniversary. The program included four addresses, the 
first being on ‘'The Institute’s Beginning,” by Frank J. Carr, first 
president of the organization (1931-33) and controller of the 
Mallinckrodt Chemical Works, St. Louis. Verl L. Elliott, control- 
ler, Atlantic Refining Company, Philadelphia, who was national 
president in 1940-41, spoke on ‘The First Ten Years.”’ The sec- 
ond decade was covered by retiring President Vincent C. Ross, 
vice president and treasurer, Prentice-Hall, Inc., New York. In- 
coming President Charles Z. Meyer then forecast the ten years 
still to come. 

Also honored at the commemoration were Arthur R. Tucker, 
retired managing director and founder of the Institute; O. W. 
Brewer, who served as its treasurer for many years, and Miss 
Camilla Christian, the organization’s first employe, who is still 
with the National Office. The trio were accompanied by Miss 
Elisabeth Evers, Institute employe who is second oldest in length 
of service. 

The commemorative addresses are reported in a special booklet 
which has since been mailed to all Institute members. It also fea- 
tures ‘The Parade of Presidents,’ containing the pictures and 
brief biographies of all past presidents, in addition to other in- 
formation about the organization. 

The Honorable Wallace F. Bennett, Senator from Utah, former 
president of the National Association of Manufacturers, was 
guest speaker at the Annual Meeting banquet, at which retiring 
President Ross presided. The Republican senator, who spoke on 
“The Business Man in Congress,” deplored what he termed 
“false concepts of Fair Deal dollar diplomacy,” and attributed 
administrative deviations to “false assumptions that dollars rep- 
resent wealth itself ; that because the Government can create dol- 
lars it thinks it can create more wealth, and, finally, that a citizen 
should believe that the more dollars he has, the more prosperous 
he is.” 


A reception for members and wives, held on Sunday afternoon in the Sert Room, was the opening event of the 20th Annual Meeting. 
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Mrs. C. J. Kushell, Jr., wife of the 1951-1952 president of the New York City 
Control, discusses the famous Sir Thomas Lipton collection of silver tea serv- 
ices, displayed at the Ladies Tea in the Starlight Roof, with Lovis W. Web- 
ster, vice president in charge of finance, Thomas J. Lipton, Inc., Hoboken, N. J. 


For a return to sounder fiscal policies, Senator Bennett urged 
hard work and thrift; the ‘‘self-restrained and patient removal of 
price controls and the denial of political victory to politicians 
whose spoils system has over-reached itself, as evidenced by re- 


cent scandals on high levels.” 


Quiz ForuM ON TAXES 

The Wednesday morning session was given over to a quiz 
forum on federal income and excess profits taxes, under the lead- 
ership of C. Rudolph Peterson, tax counselor of Lee, Toomey & 
Kent, Washington, D. C. The participants included: Harold T. 
Swartz, assistant deputy commissioner, Income Tax Unit, Bureau 
of Internal Revenue, Washington, D. C.; Vance N. Kirby, legis- 
lative counsel, Treasury Department, Washington, D. C.; Ed- 
mund L, Grimes, executive vice president, Commercial Credit 
Company, Baltimore; Walter A. Cooper, in charge of tax depart- 
ment, Peat, Warwick, Mitchell & Co., New York, and Herman T. 
Reiling, assistant chief counsel, Bureau of Internal Revenue, 
Washington, D. C. 

The convention came to a close with a luncheon at which Mr. 
Surkamp presided, and at which Ralph D. Paine, Jr., managing 


Entertainment for wives of Institute members featured a tea held 





editor of Fortune, New York, said that the United States is at- 
taining unchallengeable world power, and that a point would 
soon be reached where “there is no objective possibility that the 
U. S. might be defeated, conquered or destroyed from without.” 
Mr. Paine also stated the following propositions: (1) that the 
population of Northern America, including Canada, would reach 
200 million within ten years, which means that, in addition to 
increased. power, a market as big as New York State is being 
added every five years; (2) that the country is approaching po- 
litical equilibrium, with more “general agreement about funda- 
mental political ideas than at any time since Andrew Jackson” ; 
(3) that the United States is about equally divided into two dis- 
tinct economic areas—big corporate organization and individual 
enterprise; and (4) that the big, modern corporation is ‘the most 
promising new social institution in the world today,” able to make 
anything, and far more efficient than any government organiza- 
tion, and, finally, that taxes and production will continue at a 
high level. 

"The cost of being an American is very high,’’ the speaker com- 
mented, “‘and it will never get cheaper. Owing to our unique posi- 
tion in the world, we seem fated to high taxes and high produc- 
tion for as far into the future as you care to look. Only high 
production can sustain the taxes, only taxes can sustain the power. 
The cost of being an American may seem excessive, but I suspect 
you are going to buy, regardless.” 


All photos by Drucker-Hilbert Co., Inc., New York 


Gull texts of the papers delivered at the 20th Annual 
Meeting of Controllers Institute have been assembled in the 
1951 series of pamphlets under the following titles: 


TECHNIQUES OF CONTROLLERSHIP 

INFLATION: CHALLENGE TO FREE ENTERPRISE 
CURRENT TAX ASPECTS OF CONTROLLERSHIP 
STABILIZATION AND THE CONTROLLER 


Members of Controllers Institute will receive one copy of each 
title free. Non-members or those members wishing additional 
copies may order them from Controllers Institute, One East 42nd 
Street, New York 17, N. Y., at 50 cents for a single copy or 
$1.75 for set of four ordered at one time. Remittance with order 


is requested. (Add sales tax if New York City order.) 


on Monday afternoon in the Starlight Roof of the Waldorf-Astoria. 
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Confusing bills like this 
are eliminated with 
Recordak microfilming. 





Another example of the way 
Recordak microfilming is cutting costs 
for 65 different types of business... 

thousands of concerns 


Any country club manager will tell you that 
members can forget . . . and that billing clerks 
can make mistakes. 

But today many clubs have found a solu- 
tion for both headaches: no longer do they 
send out bills like the one shown above—bills 
which are expensive to prepare . . . yet con- 
fusing from the member’s point of view. 

Instead, they use low-cost Recordak 
microfilming to copy the various 
charge tickets each 
member signs 
during the 

month. Then 


The Recordak Triplex 
Microfilmer—one of 
the models now offered 
on an attractive pur- 
chase or rental basis. 





these original records are sent out with a sim- 
plified bill which lists only the ticket totals. 

As a result, the club answers questions in 
advance . . . and reduces its own billing costs 
substantially. Clerks can turn out bills much 
faster—with greater accuracy. And billing 
machine requirements are reduced propor- 
tionately. 

The country club gets a better record, too 
—photographically accurate and complete 
Recordak microfilm copies . . . which can be 
filed away in as little as 1% of the space 
previously required—ready for immediate re- 
view in a Recordak Film Reader. 

Regardless of your type of business—or its 
size— you should investigate Recordak micro- 
filming soon. Write today for a free copy of 
50 Billion Records Can’t Be Wrong.” 
Recordak Corporation (Subsidiary of East 
Kodak Company), 444 Madison Ave., New 
York 22, N.Y. *Recordak”’ is a trade-mark 


SRECORDEK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 





and its application to accounting routines 
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(Continued from page 512) 


the remaining service of the current em- 
ploye force, which means that a reducing 
amount will be charged off each year, but 
the whole will be charged off within 30 
years. 

We have now reset our entire pension 
accounting on these bases; have modern- 
ized our approaches to annual valuation of 
pension lnbility by actuarial methods and 
have designed techniques which will uti- 
lize to the fullest extent automatic calcu- 
lating machinery in developing all re- 
quired data for pension purposes. We have 
also taken steps which will make it possi- 
ble to utilize statistics developed through 
pension valuations, concerning the em- 
ploye force, for many purposes other than 
pensions, particularly group insurance, 
study of thrift plans, etc. 

We have not yet brought to a conclu- 
sion that phase of this over-all research 
project which has to do with a long-term 
investment program for the pension funds. 
This work would have been completed had 
it not been for intervention of the atomic 
energy project and the other problems re- 
lating to the current program of national 
defense, in which we are participating 
rather heavily. Another point to be made 
in this connection is that it would seem 
wise not to make too much haste in estab- 
lishing a long-term investment program 
under conditions which have prevailed in 
the security markets during recent months. 
Our backs are not to the wall in the matter 
of investing pension funds, and it does 
seem to me that urgency is less important 
than a carefully thought out investment 
program. 


GENERAL ADMINISTRATIVE EXPENSE 

Every business entity incurs some 
amount of general expense not specifically 
applicable to given operations. These ex- 
penses have to be absorbed against total 
income, rather than against specific opera- 
tions. This is all right for public reporting 
and for statements of over-all company op- 
erating results. However, if extreme care 
is not utilized in the control of these gen- 
eral expenses and in some equitable allo- 
cation of them to divisional operations for 
the purpose of judging profitability of 
these operations, management will be 
greatly misled by the figures presented as 
operational profits either in the absolute 
or when expressed as per cent profit return 
on investment. 

Our growth has fostered growth in staff 
departments. We needed some effective 
means of keeping the growth of staff de- 
partments’ expense under review. As soon 
as the postwar personnel situation would 
permit, we launched a research project 
aimed at (1) improving the procedure for 
presenting, reviewing and approving an- 
nual budgets of staff departments; (2) 
toning up the quality of accounting for 
staff department expense to get as much of 
it as possible to the operations actually 
served ; and (3) to re-examine the basis of 
allocating the residual amount of general 
administrative expense to the operations 
for internal profit determination purposes. 

The budget part of the study has been 
completed and the quality of annual budg- 
ets for staff departments was immeasurably 
raised by the application of the research 
results. We continue to study the alloca- 


tion of administrative expense on a direct 
and indirect basis. We are not more con- 
fident than being hopeful that we shall be 
able to produce anything new and startling 
which may be depended upon to bring 
closer together the many differing views 
as to proper bases and methods of allocat- 
ing a residual amount of general expense. 
This research project was, and is, i the 
direct supervision of an Assistant Comp- 
troller who has drawn upon staff in the 
accounting division and in the financial 
analysis division. 


RETURN ON INVESTMENT 

Inquiry was made as to whether I would 
make specific mention of our “return on 
investment” techniques. I presume that it 
was thought this fell under the heading of 
a “research project” with us or might be a 
likely subject for research. Slightly more 
than 30 years ago, a predecessor du Pont 
Company Treasurer, and one of the Assist- 
ant Treasurers, conceived and designed a 
system which utilizes combination of 
charts and tabulations for awe to 
the Executive Committee financial data 
pertinent to the performance of each op- 
erating investment. The objective empha- 
sis is upon current per cent profit on in- 
vestment for the last accounting period 
compared with forecast for that period 
against a background of exactly the same 
data for the ten preceding years and a 
forecast for the ensuing 12 months. While 
we place primary emphasis upon return on 
investment, we build the data up in such 
a way as not to gloss over or neglect the 
factors that produce return on investment 
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—i.e., gross profit on sales and turnover. | 
The return on investment responds to | 
movement in these two factors. 

This system of graphic presentation of 
the financial result obtained from use of 
investment and applied operating ability 
may be regarded as a system of financial 
control applied at the Committee level for 
the purpose of revealing areas which 
pe 7 receive varying degrees of pene- 
trating analysis pie pon 

It can be said that this system of expos- | 
ing operating results to the critical eye of 
Committee management has been a con- 
tinuing research project with us for more 
than 30 years. At its present stage the re- 
search involves (1) search for better and 
more flexible methods of visual presenta- | 
tion, and (2) improvement in the invest- 
ment subdivisions which are specifically | 
subjected to this treatment in order to | 
eliminate as far as possible distortion 
caused by broad aggregations of property 
and operations without too much expan- 
sion in the number of operations charted. 
Moreover, at this stage we are seeking to 
develop a method of charging the ten year 
period on the same price level in order to 
eliminate distortions caused by inflation, 
or the loss of purchasing power of the dol- 
lar. 


“Office of the Year” Awards 


The offices of the United Nations Sec- 
retariat in New York City and Foote, 
Cone & Belding in Chicago have been 
designated as “Office of the Year” in their 
respective classifications in the “Office of 
the Year” awards for 1951, sponsored by 
the magazine, Office Management and 
Equipment, New York. 

The awards, instituted by the magazine 
to stimulate the development of the high- 
est standards of design and equipment in 
the nation’s offices, are given annually in 
duplicate to the winning offices in each of 
two categories—offices employing more 
than 500 persons, and those employing 
less than that number. The winner in each 
classification received a silver plaque while 
bronze plaques were awarded to the win- 
ners of Honorable Mention and medals to 
the winning architects and designers. 

The awards were presented at the an- 
nual “Office of the Year” luncheon and | 
presentation ceremony at the Waldorf- 
Astoria, New York, on the day of the 
opening of the National Business Show at | 
Grand Central Palace where the compre- | 
hensive “Office of the Year’’ exhibit, in- | 
cluding plans and photographs of the six 
award-winning offices, was on display. 
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SLASH DICTATION AND TYPING COSTS 
—GET BETTER RESULTS 


IT’S TRUE—Auto-typist users report that Auto-typed letters out- 
pull ordinary form letters 5 to 1. Ideal for sales letters, credit 
collection, reviving dormant accounts, and a thousand and one 
other correspondence jobs. With Auto-typist equipment, one 
operator can turn out as many as 500 individually typed letters 
per day! Auto-typist quickly pays for itself—pays you profits 
for years after. 

Dual Selector Auto-typist 
has a capacity of 100 
different paragraphs, 


each selected by means 
of a push button. 










Model 5060 


The Auto-typist operates any 
model typewriter. Typing 
mechanism is controlled pneu- 
matically by means of a per- 
forated record roll (similar to i 
a player piano). i 


es] 


GET THE FACTS! Learn how business firms 
and other organizations get results with 
Auto-typist. Send coupon today! 


fe rr nen e sees seecnn= 


AMERICAN AUTOMATIC TYPEWRITER COMPANY 

Dept. 1811, 614 North Carpenter Street 

Chicago 22, Illinois 

Please send me free booklet, ‘'Getting Personal Gets Results—The Auto- 
Typist Way,‘’ as well as sample Auto-typist letter. 

Name aumagumaggrapaninng 

Firm 

Address 

<a é Zone State 


COMPLETELY PERSONALIZED LETTERS THE LOW COST AUTO-TYPIST WAY! 
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Meee eee eee amen 


How to Battle Inflation 


— ACTION to meet the long-term 
threat of inflation in the United States 
is urged in a new report, ‘Financing De- 
fense,”’ issued by the Twentieth Century 
Fund. The report regards the present lull 
in inflationary pressure as purely tem- 
porary and says it will mount sharply as 
enlarged defense production gets under 
way within the next few months. 

To protect the nation against further 
and disastrous price rises, the Fund’s re- 


port calls for the adoption of a strict 
anti-inflationary budget by the Govern- 
ment, providing for $16 billion in addi- 
tional taxes in a full year’s operation. 
The report recommends these large tax 
increases and a vigorous budget policy 
with a view to lightening the strain on 
direct price controls and hastening the 
time when they may be dispensed with. 

These are the conclusions of the 
Fund’s Committee on Economic Stabili- 














Improved Bond Yields 


... for Pension Fund 
Investment- 


TIS A TRIED AND PROVED PRINCIPLE 
that investment in high grade bonds is basic to 
successful long term operation of a pension, insur- 
ance or endowment fund. And today’s improved 
yields—3 per cent or more on high grade corporate 
issues and up to 2% per cent, or more, on munici- 
pals—augment bond investing’s traditional advan- 
tages of safety, assured income and timely, definite 
return of principal, 

@ Halsey, Stuart & Co. Inc., as one of America’s 
leading underwriters and distributors of bonds 
for investment, is in a position to aid the fund 
trustee in filling his requirements as to bond 
maturities, quality and quantity. 

© For advantageous information, send without 
obligation for our latest offering list. 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 + 35 WALL STREET, NEW YORK 5 


AND OTHER PRINCIPAL CITIES 

















zation made up of some of the country’s 
top-ranking economists, who have ad- 
vised the authors of the report: Albert 
G. Hart, of Columbia University and E. 
Cary Brown, of Massachusetts Institute 
of Technology, assisted by H. F. Ras- 
mussen. 

The Committee's own recommenda- 
tions appear as the last section of the re- 
ort. 

The Committee warns that even a 
moderate inflation, if continued long, 
can wipe out a large part of fixed incomes 
and of insurance, annuities and all other 
forms of saving; and create social and 
political tensions severe enough to be a 
real threat to our democracy. 

The report recommends a real effort to 
balance Treasury cash income and outgo. 
In times when private consumption and 
investment are being compressed to 
make room for defense, nondefense gov- 
ernment activities must expect to be com- 
pressed too. The Fund’s Committee 
recommends “that civilian programs (par- 
ticularly farm programs, veterans’ bene- 
fits and loan agency programs) be re- 
examined, although we do not anticipate 
a reduction of more than one or two bil- 
lion dollars.” 

However, after scrutinizing possible 
civilian economies, the report finds that 
they ‘are of a type that will not take 
hold immediately in reducing inflation- 
ary pressure, and military outlays can be 
expected to increase by leaps and bounds. 
very shortly. While there is no reason 
for letting economy go by default, infla- 
tion can be controlled only by increased 
taxes. This harsh fact is one that must be 
faced by the American people and the 
Congress.” 

Getting down to ways for raising ad- 
ditional revenue, the authors of the 
Fund’s new report say, “The personal 
income tax is one of the strongest weap- 
ons in the anti-inflation arsenal. Coming 
directly out of individual incomes, this 
tax is the most direct imaginable way of 
removing excess spending power from 
the market.” The report regards it as the 
core of economic stabilization policy. It 
has a broad base which can be broadened 
still further by lowering exemptions to 
uncover more tax. 

“The personal income tax is already 
effectively collected on a mass basis,” 
says the report, ‘and its collection can be 
improved enough to avoid any major 
problem of inequity through incomplete 
collection.” It estimates that well over a 
billion dollars a year additional revenue 
can be raised by tightening up enforce- 
ment at an added administrative cost be- 
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low $10 million. “While wages and sala- 
ries seem to be very well reported, divi- 
dends, interest and rent are not,” Dr. 
Hart asserts, ‘‘and the incomes of farm- 
ers, and of self-employed professional 
men and shopkeepers are very incom- 
pletely shown. In 1948 over one third of 
the potentially taxable nonwage income 
of $56 billion failed to appear on re- 
turns.” 

Describing the touchstone of sound 
budget policy as the ability to face the 
uncertainty of a readiness economy, the 
report says that one main goal is to build 
up a reserve of military materiel and of 
trained men so powerful as to deter ag- 
gression, and to permit quick mobiliza- 
tion to peak strength if the Kremlin 
refuses to be deterred. The nation cannot 
afford to let uncertainty paralyze budget 
policy. For the next year or so, we are in 
a position where a determined effort at 
economy and adequate taxation, backed 
by restrictive monetary policy, can make 
the inflation problem controllable; while 
a default on taxation will lead to collapse 
of such other anti-inflation machinery 
as we can set up quickly in the monetary 
and direct-control fields. Bold budget 
policy may carry us through; at the very 
least, it will give us time to work out 
supplementary inflation controls and 
thrash out a national concensus on how 
to use them. 

To achieve flexibility for these pur- 
poses, the personal income tax is the one 
that can best be increased quickly with 
anti-inflationary rather than inflationary 
effects, asserts the report. But “the ut- 
most stretch of the personal income tax 
(with exemptions down to $400 per cap- 
ita and the first-bracket rate up to 32 per 
cent) is barely adequate to maintain ‘pay- 
as-you-go’ into the summer of 1952 if 
expenditures are ‘moderately high’. . . . 
More must be done.” 

The report examines other personal 
tax possibilities, but finds few sugges- 
tions in them which promise to help 
much against inflation in the next few 
years. The Fund’s Committee bluntly 
opposes a general sales tax “unless three 
conditions could be fulfilled: (1) agree- 
ment to exclude the tax from the bases on 
which escalator clauses for wages and 
farm prices are figured; (2) to facilitate 
such exclusion, the tax to be stated sepa- 
rately to the purchaser, distinct from the 
rest of the price; and (3) a personal ex- 
emption to be provided.” It frankly 
doubts that these conditions could be ful- 
filled. 

The report takes a look at an excess 
profits tax and finds that it bristles with 
conceptual difficulties and legal technicali- 
ties. The present tax, in trying to please 
everyone, has pleased no one. As a rough 
bench mark, profits-tax strategy might well 
aim to keep corporate profits after taxes 
from exceeding the record level attained 
in 1948. 
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Specialized service ? 
You get it with ... 





You as a user, know the value of specialized service! 

Take a tab form you are working on right now. You un- 
derstand the requirements . . . but you might want help with the 
layout and specifications. You may wonder, too, about the print- 
ing. And... the cost! 

Put another way, Uarco offers help and advice in the 
planning, in the execution, and in the delivery of a tab form. If 
you want it, you get it. Not for just this job, but for any other. 

Besides qualified assistance, Uarco provides services 
from five plants to every business area—for all kinds and types of 
custom forms, imprinted forms... stock forms. Complete facilities. 

All this and over half a century of experience! 

And all you have to do, is call a Uarco representative. 

Factories: Chicago; Cleveland; 


Oakland; Deep River, Connecticut; Watseka, Illinois 
Sales Representatives in all principal cities. 






UVARCO TABULATING FORMS! 









UARCO 


INCORPORATED 


UARCO INCORPORATED 
Room 1622, 141 W. Jackson Blvd. 
Chicago 4, Illinois 


si 
FORMS FOR TABULATING. 





Business Forms 


Please send my copy of “UARCO CONTROL PUNCHED 


' 
FOG his in Feindcocscpaksvemennceddexasenneeddieneedade 
Have you received your copy of Uarco’s | Fits ccotcciccteendsbtienecvsicesshde seeniahadebieoae e 
Sree tabulating book? It contains ac- 
tual samples of Uarco’s full line; | Min io 42 xinecgnessigicensss céhicnveaneie 
ws fastening methods, designs, spe- | 
cal constructions. Send for ,tadayl § Cy & Statbeeccccccccccccccscccncccccccceseccecesccsccées oe 


53? 








ADVERTISEMENT 





HOW TO HANDLE 
WAGE & SALARY 
STABILIZATION 


Approved Pay Plan Now Gives You | 
Maximum Freedom in Making | 


Salary, Bonus, Commission and 
Other Changes 


NEW YORK, Nov. 1—Investigation 
reveals that few companies realize that a ! 


$4.00 a week raise improperly given to a 
$60 employee can cost the company over 


$3,000 in penalties—or $30,000 if ten | 


employees are so involved. 
The hard cold fact is that while wage 


and salary stabilization rules are flexible— | 
yet they are likely to cause business men | 


more trouble arfd headaches than any other 
kind of economic control in the months 
ahead. 


A Day-to-Day Operating Manual 

Now the new Operating Manual on 
WAGE & SALARY STABILIZATION by Wal- 
ter Lord shows how to set up a pay plan 
that frees you from red tape and saves you 
time. It enables business men to see, for 
the first time, how to use stabilization rules 
effectively, give raises for merit, length of 
service, promotion, cost of living; when 
and how to move without Washington ap- 
proval. 


Practical, Working Pay Exhibits 

Included in this Operating Manual are 
all important forms used in pay stabiliza- 
tion, completely filled out, model letters 
and statements ; an effective, tested strategy 
for combining types of permissible pay 
increases; complete coverage of all new 
regulations; plus a 17-step blueprint with 
10 exhibits showing how to build a work- 


able pay plan. 


Available for Free Examination 

CONTROLLER subscribers may now ob- 
tain a copy of the Operation Manual on 
WaGE & SALARY STABILIZATION for free 
examination obligation. Send 
$12.50 to Business Reports, Inc., Dept. 
WS-14, 225 West 34th Street, N. Y. 1, 
for a postpaid copy. It may be returned 
within 10 days for full refund. 


without 
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AMERICAN MONETARY POLICY* 


By E. A. Goldenweiser 


HAT THE NATION’S banking mechanism 

is capable of serving the public inter- 

est effectively even under existing law, 

defective as it is in many respects, is 

brought out by Dr. E. A. Goldenweiser in 

a research report issued by the Committee 
for Economic Development. 

Dr. Goldenweiser’s book, “American 
Monetary Policy,” traces the development 
of monetary management in the United 
States since the establishment of the Fed- 
eral Reserve System in 1913. Like previ- 
ous reports prepared by independent 
scholars as part of CED's program of re- 
search into the nation’s basic economic 
problems, it presents the author's own 
views and not necessarily those of the 
CED. 

“Need for a thorough review of our 
banking machinery is clearly indicated,” 
Dr. Goldenweiser says, although this “is 
not so urgent as the bad picture it presents 
would suggest, since the voluntary adop- 
tion of many devices and agreements has 
made it possible for this Goldberg-car- 
toon machinery to function ordinarily with 
a fair degree of smoothness and with only 
occasional flare-ups, delays, inconven- 
iences, and inequities.” 

Coordination of government “‘policies 
in regard to expansion or contraction of 
credit, its cost and availability” is, how 
ever, “sadly lacking” and urgently needed, 
Dr. Goldenweiser observes. “Careful and 
dispassionate study of the financial organ- 
ization of the country should be made by 
a high-grade commission with a mandate 
to review the entire field and recommend 
modification, simplification, and improve- 
ment.” 

Dr. Goldenweiser, who was director of 
the Federal Reserve Board’s Division of 
Research and Statistics from 1926 until his 
retirement in 1945 to become a member of 
the Institute for Advanced Study at Prince- 
ton, N. J., appraises applied monetary 
policy, as well as theory, in nontechnical 
language. The book covers all the ground 
of his 1949 study, “Monetary Manage- 

* Published by McGraw-Hill Book Company, 
Inc., New York. $4.50. 


ment,” and in addition much historical 
material and discussion of monetary prin- 
ciples and problems of organization. It 
describes the operations of the Federal Re- 
serve System in the domestic and in the 
international field and presents the au- 
thor’s views on gold policy. 

Dr. Goldenweiser lays much stress on 
the government's responsibility for main- 
taining the buying power of the dollars 
put into savings bonds, and considers re- 
sponsibility for maintaining the price of 
marketable bonds prior to maturity and 
for keeping down the cost of servicing 
the public debt as of distinctly secondary 
importance. 

“The annual cost of the public debt, 
about $5 billion, is a substantial item and 
increases cannot be ignored,” he says. ‘“But 
the only effective way to reduce the cpst 
of servicing the debt is to reduce the debt. 
The cost of a higher interest rate on gov- 
ernment securities is far less than the cost 
of inflation to the public and to the gov- 
ernment itself. . . . Such responsibility as 
may exist for market prices of government 
securities belongs with the fiscal not the 
monetary authorities—the Treasury, not 
the Federal Reserve.” 

Dr. Goldenweiser also proposes that 
the Federal Reserve Board be given addi- 
tional authority to raise reserve require- 
ments, particularly on increases in the 
volume of deposits. 

Deficits arising from war or large-scale 
military outlays, as distinguished from 
those caused by depression, should be met 
as far as possible by taxation and bond- 
selling campaigns aimed at current in- 
come, in Dr. Goldenweiset's opinion. In- 
sofar as this fails to raise sufficient funds, 
“it might as well be recognized that money 
needed for war purposes and not raised 
by taxes or by tapping the people’s sav- 
ings must be created.”’ Such creation, he 
believes, can be accomplished either by 
borrowing from commercial banks or di- 
rectly from Federal Reserve Banks. In 
either case the creation of money should 
be resorted to only after every effort to 
raise it by noninflationary methods has 
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imum. 
To the extent that the borrowing is 


from the Federal Reserve Banks, Dr. | 
Goldenweiser suggests that “to prevent | 


Pap 


this borrowing . . . from increasing bank 
reserves available as the basis for multi- 
ple bank credit expansion, provision 
should be made for Aclias-foe-Aollac re- 
serve requirements on deposit growth after 
a given date.” 

In his discussion of money's function 
in a modern economy, Dr. Goldenweiser 
traces the evolution of Federal Reserve 
policy from the concern for an elastic 
supply of money and adequate bank li- 
me which motivated the system's 
ounders in 1913, to the modern view 
that its primary objective is contributing 
to economic stability and a rising standard 


been made and should be kept to a min- | 





of general welfare. 


FINANCING DEFENSE* 
By Albert G. Hart, E. Cary Brown | 


How can we pay the costs of national | 
security ? 

In this analysis of our Federal tax and | 
expenditures policies, a study repared for 
The Twentieth Century Fund, by Profes- 
sors Hart and Brown, it is agreed that the | 
Federal budget should first be pared to the 
minimum permitted by national safety and 
then should be approximately balanced by | 
pay-as-you-go taxes. 

Thereafter the authors consider the | 
“how” of pay-as-you-go: general sales | 
tax, spending tax, whether Social Security 
contributions should be increased, whether | 
the lowering of some tariffs could improve | 
our position, and other approaches to tax 
policy. They also examine the possibilities 
of whether corporate and personal income 
taxes can catry more of the load and | 
whether we should consider a net-worth | 
tax. As a supplement to the study there are 
recommendations for economic policy in | 
the present emergency by the Fund’s Com- | 
mittee on Economic Stabilization. 

Professor Hart, one of the authors, is as- | 
sociated with Columbia University and | 
Professor Brown is Associate Professor of | 
Economics, Massachusetts Institute of | 
Technology. 

This volume is the second by The 
Twentieth Century Fund on the protection 
of the civilian economy in a period of de- 
fense mobilization. 


* The Twentieth Century Fund, 330 West 
42nd Street, New York. $2.00. 


MECHANIZED ACCOUNTING 


SAVES TIME AND MONEY! 


The National Cash Register Company 
Dayton 9, Ohio 
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BUSINESS FORMS SYSTEMS BUILT TO DO MORE... 







Dupli-Card Register system “controls” accuracy of Stock Status 


At a New ares! precision specialty plant, every issue of parts 
to assembly is based on a two-copy Delivery Ticket .. an 
exact carbon copy made as a stock clerk writes a Stock Trans- 
action tabulating card on a Standard Dupli-Card Register. 
Hence, as parts are supplied with one form, accurate perpet- 
ual inventory records are produced by means of the other. 
This is a feature of one manufacturer’s system of smoothing 
the flow of materials to assembly departments—described in 
ngesee Simplification No. 20.* 
oday our representatives are helping their customers re- 
examine record systems in the light of new requirements. 
Here are the improvement objectives, with any system: 


A. Develop the best procedure. 


B. Simplify the writing process. 
€. Design the most efficient form. 


These are the three avenues for complete analysis of any 
record system problem—the A, B, C way to real paperwor 
simplification for better control, for maximum savings of 
time and manpower. 

*PS ideas available. Send for recent issues of Paperwork 
Simplification free; no obligation. The Standard Register 
Company, 4411 Campbell St., Dayton 1, Ohio. 
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aligning devices: 
THE REGISTRATOR 
PLATEN 


AUTOMATIC LINE 
FINDER 
Advances form into 
new writing position 

in one motion 


DUAL FEED 


Registers 2 different 
forms for 1 continu- 
ous typing operation 





BURSTER- IMPRINTERS 
Sign, date, number, 
trim, teor off, stock 
Kant-Slip forms 





FORM-FLO’ 
Aqinol mnargynaly poems 
e us ° by hand 
2 MINS fe) Soe 
We) Co maximum efficiency O* pruns © /- : awa 
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“We'll make 3 copies 
before your shine 
is finished.” 


COPYFLEX speeds your vital reports 


Imagine being able to copy your 
operating reports (even the large 
ones) so quickly — 1 or 100 of them, 
right as needed! Imagine getting 
exact, errorproof copies, up to 42” 
wide, for only 2¢ (average) per 
square foot! 

With the new, low-cost Copyflex 
“20” you can copy anything from 
small office forms to really large 
sized sales or inventory reports, bal- 
ance sheets, production schedules, 
etc. It makes direct positive (not 
negative) copies of practically any- 
thing typed, written or drawn on 


ordinary translucent paper. 

No stencils, negatives, or masters 
are used! You need no special room 
lighting, no inks, no tray developers. 
You simply feed in your original and 
sensitized Copyflex paper . . . the ma- 
chine delivers a ready-to-use copy. 
You get the letterhead or form as 
well as the text. 

Why wait until copies are made 
“outside”, or typed (with conse- 
quent proofreading). It’s costly and 
unnecessary. Speed your paperwork 
the modern, efficient, Copyflex way. 
Mail the coupon today. 





(BRUNING ) 


specialists in copying since 1897 


CHARLES BRUNING COMPANY, INC. 
Dept T-111 100 Reade St. New York 13, N. Y. 


(0 Send me full details on the Model 20 Copyflex. 
L) |! would like to see a Copyflex machine demonstrated. 





Nome___ Title. 





Company—— = EE 


installation is required — 
just connect to a standard 
City___ 115 v. AC power circuit. 


Street. bat 
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| and often criticized, 


THE STOCK MARKET* 
By George L. Leffler, Ph.D. 


In this volume, the author, who is Pro- 
fessor of Finance at the Pennsylvania State 
College, has concentrated his efforts on 
today’s market rather than the colorful, 
ast of the stock mar- 


ket and Wall Street. Those phases, in fact, 


are covered in two of the author's 35 chap- 
| ters. 


Because a new market and a new ex- 


| change have developed in recent years, 
| with the advent of the Securities Exchange 


Act of 1934, the subsequent reorganiza- 
tion of the exchanges, and the widespread 
changes in trading practices and proced- 
ures, Dr. Leffler’s book should hold interest 
not only for students, for whom it is 
basically developed, but also for business- 
men who wish to bring their knowledge 
of the stock market world up-to-date. As 
the author points out, the changes and im- 
provements during the past two decades 
have been substantial and worth while; 
few vestiges of the 1929 market are now 
present. 

In his volume, the author covers such 
diverse matters as the history of the New 
York Stock Exchange, as well as its or- 
ganization and membership; regional ex- 
changes; reading the financial page; the 
work of the specialist, margin buying, both 
technique and regulations; short selling— 
its economics as well as its technique and 
regulations; “the bond crowd on the ex- 
change”; sources of information; popular 
trading methods; and problems and issues 
facing the exchanges—to mention only a 
few of the highlight chapters. 

There are many illustrations and tables 
to round out the volume and make it most 
helpful to the reader. P.H. 


* Published by The Ronald Press Company, 
New York. $6.00. 


ECONOMICS OF 
INVESTMENT* 


| By Jacob O. Kamm 


The author of “Stock Purchase Pro- 
grams’” (THE CONTROLLER, April 1951, 
p- 155) endeavors—and successfully so— 
in this volume to present an elementary 


| text on the investment of funds. As Mr. 


Kamm, Director of the School of Com- 


| merce at Baldwin-Wallace College, points 
| out, the investment process is not much 

different today from that of a few cen- 
| turies ago, but the conditions of investment 
| have changed considerably. Today the in- 





vestor must be concerned with national 
and international affairs, rather than local 


| or regional conditions. 


Because the successful investor today re- 
en an understanding of the economic 
orces at work, the author has used an eco- 


* American Book Company, 55 Fifth Avenue, 
New York. $6.00. 
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nomic setting for his study, relating the 
discussion in his volume to economic con- 
siderations: hence the selection of the title 
“Economics of Investment.” 

Mr. Kamm covers the various invest- 
ment media, investment companies, fi- 
nancial analysis, investment analysis, in- 
vestment intermediaries, technical aspects 














of stock and bond trading, formula — 
investing, portfolio management and re- 
lated subjects. There is a generous use of 
tables and charts and a most helpful index 
to round out a worthwhile, basic text. 

It was Mr. Kamm and his investment 
class which received rather widespread 
publicity some four years ago when his 
students organized an Investments Fund. 
That has shown a gain from capital gains 
and dividend income of 11.01 per cent in 
1947, 12.75 per cent in 1948, 11.95 per 
cent in 1949 and 16.66 per cent in 1950 
—an average return for the four years of 
13.09 per cent. In this volume he describes 
the successful investing principles which 
he has tested by actual experience. 














OTHER BOOK ENTRIES 






How To Use Your TRADE ASSOCIATION. 
By Walter Mitchell, Jr. Prentice-Hall, 
Inc., New Y ork. $5.25. 







OPERATING RESULTS OF LIMITED PRICE 
VARIETY CHAINS IN 1950. By Esther 
M. Love. Harvard Business School, Bos- 
ton, Massachusetts. $2.00. 


WHITE CoLiar. By Wright Mills. Ox- 
ford University Press, New York, N.Y. 
$5.00. 























BUSINESS CONFIDENCE AND BUSINESS AC- 
tivity. A Case Study of the Recession of 
1937. By Douglas A. Hayes. University 
of Michigan Press, Ann Arbor, Mich. 
$2.00. 


ECONOMIC EFFECTS OF SECTION 102. Tax 
Institute, Inc., 457 Nassau Street, Prince- 
ton, N. ]. $5.00. 


PEACE CAN BE Won. By Paul G. Hoff- 
man. Doubleday & Company, Inc., Gar- 
den City, N. Y. $1.00. 






INDEX NuMBERS. By Bruce D. Mudgett. 
Published by John Wiley & Sons, Inc., 
New York. $3.00. 


ACCOUNTING 


ACCOUNTING SYSTEMS: PROCEDURES AND 
MerTuHobs. By Cecil — Prentice- 
Hall, Inc., New York, N. Y. $8.65. 


PRINCIPLES OF ACCOUNTING, INTERME- 
DIATE. Fourth Edition. By H. A. Finney 
and Herbert E. Miller. Published by 
Prentice-Hall, Inc., New York. $7.65. 










ADVANCE ACCOUNTING Volume I. By 
George Hillis Newlove and S. Paul 
Garner. D. C. Heath & Co., Boston, 
Massachusetts. $6.00. 
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Memorandum to: 
All Corporate Executives 


Subject: 


Your Annual Report for 1951 


Now is the best time to arrange the 
writing, designing and printing of 
your 1951 Annual Report. Advance 
planning will do much to eliminate the 
last minute rush and costly confusion 
which often accompany the production 
of this important message to your 
stockholders. 


Pandick Press, Inc., well qualified to 
aid you in all phases of Annual Report- 
preparation, is geared to submit 
design ideas, create dummies, assist 
with writing, and of course, print 
your Report in the manner that has 
made "Printed by Pandick" synonymous 
with fine quality. 
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Need 


1-TIME CARBON FORMS 
Yesterday’? 


EXCEPTIONALLY 
FAST DELIVERIES 


We deliver 1-TIME CARBON 
FORMS promptly—while 
others may ask you to wait! 
Over 30 years of know-how— 
complete modern plant— 
extensive stocks—competi- 
tive prices. Get Hygrade 


forms “Yesterday”! Call us 


now and let us prove it. 
EVERY TYPE OF PRINTING 
STATEMENT & 
en ach 1-TIME CARBON FORM. 
—~ COMMERCIAL FORMS 
MANIFOLD BOOKS 


FOR OFFICE AND FACTORY: 


S 
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Now get easy, fast folding of 


anything you mail. Eliminate 
slow, costly hand folding with 
the new A; B. Dick Folding 
Machine. 

Learn in & minutes how_to 
make all standard folds. Just 
use the Quick-Set Fold Chart. 
No measuring! No computing! 
Send coupon for details. 


EXCLUSIVE Quick-Set Fold 
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The Penalty for Efficiency 


(Continued from page 506) 


| sary transactions by service personnel, 


middlemen profits, and assures a continu- 
ous stream of material from the source 


of supplies to the retail stores at the low- 


| 


| est possible prices to the ultimate con- 


sumer. 

Some Government reformers would 
split a steel corporation into several in- 
yaoi" units, such as a prospecting 
company for finding iron ore, a mining 
company for producing the ore, a shipping 


| company for transporting the ore, a blast 


furnace company for the production of 
pig iron, a company for the manufacture 
of steel billets and so on through the en- 
tire cycle to the sale of finished products. 

Chain stores marketing food products 


| would not be permitted to engage in 


food processing, or in selling in the stores 
the products of their own manufacture. 
The petroleum companies would not be 
allowed to market the oil and gasoline 
made in their own refineries. Pipe lines 
that transport the oil from the well to the 
refinery, and are technically analogous to 
a conveyor belt in a manufacturing es- 


| tablishment, would be placed under in- 
| dependent management and probably de- 


| Government has been successful. 


clared a public utility. ‘ 

In some of these disintegration suits the 
The 
meat packing industry cannot sell meat at 
retail, although many retail chains still 


| control their own meat-packing facilities 


independent of the larger packers such 


| as Swift and Armour. 


Most of the major oil companies are 
completely integrated which is one reason 


| why petroleum prices are far lower than 


the general commodity index. The Attor- 
ney General has recently filed suit against 
seven major California oil companies. The 
companies are accused of conspiring to 
destroy all other western oil companies in 
every branch of the oil business and to 
monopolize the entire petroleum industry 
in the Pacific West. 

As usual, facts do not substantiate the 
charges. These seven companies in Cali- 
fornia representing the highest engineer- 
ing efficiency, produce less than half the 
state’s total output. The Attorney General 


| claims that they control the official Con- 


servation Committee. Actually the accused 
companies occupy only seven of the 
thirty-two seats on that Committee. Far 
from being a monopolistic agency, this 


Committee safeguards our national re- 


sources and assures that, from a conserva- 
tion standpoint, oil is produced efficiently 
and equitably. 

The suit demands that the companies be 
separated from the retail outlets they own 


or which have dealers’ contracts for the 
sale of any one of the companies’ prod- 
ucts. Tens of thousands of independent 
dealers, who of their own volition have 
selected the products of these companies 
for sale, would thus be cut adrift. Chair- 
man Follis and President Petersen,® of the 
Standard Oil Company of California, have 
replied that the Antitrust Division has set 
out to prove the threat of monopoly “by 
asin to make a sin of efficiency, a 
crime of success, a felony of size—and a 
corpse of private enterprise.” 


THE CASE AGAINST 
CONCENTRATED “ECONOMIC POWER” 

One of the chief arguments employed in 
the propaganda by both the government 
reformers and the labor unions against 
efficient big business is the doctrine of 
excessive concentration of economic 
power.® This is a typical Hitlerian and 
Stalinian tactic. Union membership is 
more concentrated than anything else in 
our industrial economy. About one third 
of all union membership is organized in 
six unions and one half in thirteen unions. 
In contrast, the six largest manufacturing 
companies together employ not more than 
8% of the country’s industrial workers. 

The policies of the closed union s;op, 
which became a real economic factor un- 
der encouragement of the New Deal, have 
made slaves of the individual worker. The 
closed shop prevents the sale of any labor 
in any a except by those individ- 
uals who are acceptable to the union, who 
support it and implicitly obey it. This was 
accomplished by resort to violence and 
tyranny.!° 

In a single year the United Mine Work- 
ers “disciplined” 4,031 of its members by 
fines, amounting to $387,205, and pe- 
riods of expulsion totaling 150,117 years, 
to say nothing of the violence and threats 
of violence. Orders issued by a dictator of 
400,000 coal miners not only amount to 
economic life or death of his immediate 
subjects, but often paralyze the entire na- 
tion, and cause pe on the part of 
the innocent public. 

A like condition exists with the team- 
sters union that can tie up the food supply 
of our cities, with all forms of transporta- 
tion unions, and with unions connected 


* Many news articles in National Petroleum 
News, and Oil & Gas Journal, 1951. Concise 
statement of fact in their letter of June 8, 1950 
to Stockholders, Employes, and Customers. 

See also 44-page rage pr published June 
1951 by Standard Oil Co. of California. 

° How Big Is Big? Peter F. Drucker, Har- 
per’s, pp. 23-28, July 1950. 

_ The Closed Shop. Murray T. Quigg, Amer- 
ican Affairs, 12, pp. 171-173, 1950. 
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with the operation of public utilities such 
as power and light. The abuse of economic 
power by industry is child’s play compared | 
to the daily violations of — and free- | 
dom forced upon the public by interju- | 


risdictional labor union controversies, in | 
most of which industry plays no role | 
whatever. | 


VOX POPULI 

For the past dozen years or so, the De- 
partment of Justice has tried its cases in 
the daily newspapers. All kinds of charges 
against corporations, criminal and civil, 
have been made public gossip for propa- 
ganda and political purposes.!! In general 
these have failed to be substantiated even 
by Courts imbued with the New Deal doc- | 
trines, but nothing is ever done to cor- 
rect the unfavorable publicity. 

Now the Department is highly per- | 
turbed that American business is begin- | 
ning to take its cases to the court of public 
opinion. The examples in publicity set | 
by the Atlantic & Pacific Tea Company, 
the United States Steel Corporation,!* and 
others appear to be the only method by 
which the facts can be presented before 
the American people. There is one court 
of last appeal, that even the Supreme 
Court shows evidence of recognizing— 
the Court of Public Opinion. It is time | 
for action by American Business! It may 
be later than we think! 








| 


Tax Experts Convene at 
Tenth Taxation Session | 


The Decennial Institute on Federal | 
Taxation will begin on November 7 when 
more than 500 practitioners—the largest 
group ever to attend the annual meeting 
—will convene at the Barbizon-Plaza Ho- 
tel in New York City, Dean Paul A. Mc- | 
Ghee of New York University’s Division | 
of General Education has announced. 

Attorneys, C.P.A.’s, business executives, | 
controllers and others will come from all | 
sections of the country to take part in the 
program. In addition, a management con- | 
sultant and public accountant will fly from 
Fairbanks, Alaska, to attend, and a group | 
of at least five will come from Puerto | 
Rico. During the past decade persons from | 
all 48 states have participated. 

Through lectures and panel discussions | 
the Institute program will cover all the | 
current and important problems confront- | 
ing the tax practitioner in his daily opera- 
tion. Over 100 of the outstanding tax ex- | 
perts in the country, from government and | 
private practice, will act as the “faculty” of 
this tenth annual session. 


* See What Our Antitrust Laws Are Doing to 
Business. Col. H. H. Toulmin, Jr., The Control- 
ler, p. 251, June 1951. 

2A splendid series of pamphlets by Benja- 
min F. Fairless issued by United States Steel 
Corporation, 1950-51. 





THE CONTROLLER * NOVEMBER, 1951 


MAIL COUPON TODAY for 


OODLE 


\ the Airt* | * “DOODLES in the Air” 


are unobserved WASTE MO- 
TIONS . . . extra manipulation 
of hands and equipment. In- 
visible red tape that snarls 
production and leaves a trail 
of errors, annoyance and fa- 
tigue. 


Wasteful! Unheard of! ~ 


No “doodling” among sky-writers—that’s 
for sure! The slightest deviation would be 
noticed immediately. 
However, wasteful “doodles in the air” in 
record-keeping are unavoidable with poorly 
designed or outmoded business forms. Our 
scientific tracer light studies reveal these 
otherwise invisible waste motions. . . 
show how they can be eliminated by our “Planned 
Business Forms.” Let us plan improved forms 
for you... to gain better control, save your time, 
increase your production and your profits. 


AMERICAN LITHOFOLD CORP, 
FREE COPY of “TIME AND 500 Bittner Street * St. Louis 15, Missour 
MOTION STUDY IN LIGHTS" Branches: New York, Chicago, Detroit, Washington 
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Without obligation, SEND ME the new illustrated brochure 
TIME AND MOTION STUDY, showing how we can eliminate 
“doodles"—save important time, work ond money with 
LITHOSTRIP “PLANNED BUSINESS FORMS.” 


COMPANY NAME... 


a F ias sctbseesonngeualcres .... LONE 
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SO MUCH 


for 


$O LITTLE 


For over 100 years, L. L. BRown 
record and letter papers have been 


widely used for governmental 


and business records which must 


withstand time and hard } 
dling; and for business and pro- 
fessional correspondence wt 


must be outstandingly impressive 


Although their superiorities have 
been time-tested and proved be- 
yond question, L. L. BROWN papers 
add negligibly, if at all, to total 
FVaeolebetabel:amr- tele Maoh wuct-yelep ele pelac 
costs. Paper is but a minute part 
of such expenses. The difference 
in cost between the best and the 
rest is hardly appreciable 
At little or no additio 
you can be sure your records will 
last — that your letters will reflect 
you and your organization impres 
sively. You need merely specify 
L. L. BROWN papers. Your re 
supplier of record books 

and stationery knows t 
oughly. He will gladly recommend 
those best suited for your indi 
vidual needs. L. L. Brown Paper 
Company, Adams, Massachusetts 


L.L. BROWN 


RECORD 
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LETTER 
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Values 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


JAMES P. ORCHARD (#4284-1948) was 
recently appointed president of the Fort 
Wayne Divi- 
sion, Bowser, 
inc. Fors 
Wayne, Indiana. 
Mr. Orchard 
joined the com- 
pany in 1940 in 
the capacity of 
controller, also 
heading up the 
War Contracts 
Department. In 
1944 he was 
elected to the 
office of treasurer; in 1946 he was ap- 
pointed vice president and treasurer; 
and in 1949 he was elected a director. 
In 1951 he was appointed executive 
vice president of the Fort Wayne Divi- 
sion, which position he held until his 
recent appointment. 

Mr. Orchard started his career with 
Insull, Son & Co., then joined H. M. 
Preston & Co., Chicago, where, as chief 
field investigator and treasurer, he par- 
ticipated in the reorganization of such 
companies as Pittsburgh Steel Corpora- 
tion, Central Fibre Products Company, 
Master Tire & Rubber Corporation, 
and Mullins Manufacturing Company. 

Mr. Orchard succeeded E. C. MARSH, 
who resigned after 42 years service with 
the company but who will continue to 
serve as a member of the Board of Di- 
rectors of Bowser, Inc. 


MR. ORCHARD 


GEORGE RUSSELL, finance manager of 
the General Motors Overseas Operations 
division, has been elected treasurer. He 
succeeds MEYER L. PRENTIS, who retired 
September 1 after 40 years’ service with 
the corporation. Mr. Russell joined the 
automotive company in 1927. 


WALTER R. HEWELL (#4791-1949) 
has been named controller of Acme 
Aluminum Alloys Incorporated, Day- 
ton, Ohio. Mr. Hewell formerly held 
the post of assistant controller and plant 
accountant for Eversharp, Inc., in Mid- 
dletown. 


STANLEY M. STEINKO (#3653-1946), 
controller and assistant secretary of the 
Whiting Corporation, Harvey, Illinois, 
has joined the Tucson, Arizona, office of 
Infilco, Inc. 


E. E. MCCONNELL (#817-1936), past 
national president of Controllers Insti- 
tute and controller of the Norton Com- 
pany, Worcester, Massachusetts, ad- 
dressed the New England Regional 
Cost Conference of the National As- 
sociation of Cost Accountants, in Provi- 
dence, Rhode Island, on October 12, on 
the subject, “The Assignment of Cost 
to Government Contracts and Subcon- 
tracts.” 


H. G. OBERLANDER (#2120-1942), as- 
sistant controller, United States News 
Publishing Corp., Washington, D. C., 
is now controller of the firm. 


STANLEY E. LE Brocg (#2526-1943), 
comptroller for the last 23 years for the 
Steel Company 
of Canada Lim- 
ited, Hamilton, 
Ontario, retired 
on September 1 
after 45 years of 
service with the 
company. Mr. 
Le Brocq en- 
tered the em- 
ploy of the 
Montreal Roll- 
ing Mills, one 
of the predeces- 
sor companies of the Steel Company, in 
1906, four years before the formation of 
the present company. 

Mr. Le Brocq is a past president of 
the Hamilton Control of Controllers In- 
stitute and a past president of the Can- 
adian Society of Cost Accountants. He 
is currently a national director of Con- 
trollers Institute, 1951-52. 

VincENT W. ScuLLy, formerly Deputy 
Minister of National Revenue, has been 
appointed comptroller to succeed Mr. 
Le Brocq. 


MR. Le BROCQ 
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J. P. Drain (#5338-1951), assistant 
to the controller of the White Motor 
Company, Cleveland, Ohio, was elected 
assistant vice president-finance and is re- 
sponsible for the financial policies of the 
Sterling Division of the company in 
Milwaukee, Wisconsin. Mr. Dragin, a 


JosepH N. YorKE (#4204-1948) has 
joined R. D. Werner Company, Inc., 
Greenville, Pa., as controller. He form- 
erly was controller of Superior Steel 
Corporation, Carnegie, Pa. 


GeorGE L. GrIFFETH (#1476-1948) 


WANTED! 
CONTROLLER MAGAZINES 
MARCH - APRIL - AUGUST 
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CPA(Ohio), was formerly with the 
Cudahy Packing Company, Chicago, be- 
fore joining the White organization in 
1945. 


We're sold out again—on these is- 
sues! If you have an extra copy that 
you would part with after you read 
it, we'd welcome receiving it to en- | 
able us to provide a complete year | 
for those who may want a “back 


was the guest speaker at a recent lunch- 
eon meeting of 
the Merchants 
Association of 
Columbia, S. C. 











JoHN W. OsBon (#3224-1944), for- 
merly comptroller, Conmar Products 
Corporation, Newark, N. J., has joined 
Plymouth Cordage Company, North Ply- 
mouth, Mass., as assistant controller. 


SHELDON W. McGraw (#2985-1944) 
is now assistant treasurer and controller 
of the Oakman Manufacturing Com- 
pany, Detroit, Michigan. Mr. McGraw 
was formerly a partner of Dunnett, 
Reinhardt & McGraw, certified public 
accountants of the same city, and prior 
to 1944 was assistant controller of White 
Motor Company, Cleveland, and chief 
accountant of Montgomery Ward, Chi- 
cago. 


Howarb MINCH, secretary of the Board 
of Directors of White Stag Manufactur- 
ing Company, Portland, Oregon, has 
been appointed as new merchandise con- 
troller of the firm. Mr. Minch has been 
with the organization for 31 years and 
has served as secretary of the Board for 
the past ten years. 


Cuar_es A. ERDMAN has joined Parke, 
Davis & Company, Detroit, as assistant 
to the controller. Mr. Erdman, a C.P.A., 
was formerly affiliated with Lakeside 
Laboratories, Inc., Milwaukee, as secre- 
tary-treasurer. He entered the U.S. Navy 
in 1943 and was in command of the de- 
stroyer U.S.S. Tabberer in the Pacific be- 
fore his release to inactive duty in 1946. 


Harry COHEN (#2414-1943), treas- 
urer and controller, Henry Kelly Im- 
porting & Dis- 
tributing Co., 
Inc., New York, 
was recently 
electedexecu- 
tive vice pres- 
ident and treas- 
urer. Mr. Cohen 
has been associ- 
ated with the 
Kelly organiza- 
tion since 1934. 
A certified pub- 
lic accountant of 
the State of New York, he is a member 
of the New York State Society of 
C.P.A.’s, Accountants’ Institute of Amer- 
ica, and the New York Creditmen and 
Financial Management Association. 


MR. COHEN 
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Mr. Grif feth, 
who discussed 
“Customer Re- 
lation,” is con- 
troller of Rich's, 
Inc. of Atlanta, 
Georgia, and 
president of the 
Atlanta Control 
of Controllers Institute of America. 


MR. GRIFFETH 


Ropert E. CHELLIs has been elected 
comptroller of the Modern Industrial 
Bank, New York. Mr. Chellis, formerly 
with the Banking Department of the 
State of New York for over 23 years, 
resigned his position as senior examiner 
to assume his new duties. 


Among those addressing the recent 27th 
Annual Convention of the National Asso- 
ciation of Bank Auditors and Comptrol- 
lers at the Roosevelt Hotel, New Orleans, 
were the following members of Control- 
lers Institute: 


EpwarpD F. LyLe (#1401-1939), vice 
president and comptroller, City National 
Bank & Trust Company, Kansas City ; 


HuGuH W. FRasEr, JR. (#5163-1951), 
vice president and comptroller, Citizens & 
Southern National Bank, Atlanta; 


CLARENCE H. LICHTFELDT (#1661- 
1940), comptroller, First Wisconsin Na- 
tional Bank, Milwaukee; 


CHARLES C. LOONEY (#1543-1939), 
comptroller, Harris Trust & Savings Bank, 
Chicago; 

WiLttiaM H. HurtTZMAN_ (#3490- 
1946), comptroller, First National Bank, 
Philadelphia ; 


R. C. HUELSMAN (#1987-1941), vice 
president and comptroller, Central Na- 
tional Bank, Cleveland; 


M. B. LAKE (#5063-1950), comptrol- 
ler, Seattle First National Bank, Seattle ; 


J. W. Massie (#4259-1948), vice presi- 
dent and comptroller, Republic National 
Bank of Dallas, Texas; and 


CHARLES Z. MEYER (#1282-1938), 
comptroller, the First National Bank of 
Chicago, and newly elected president of 
Controllers Institute, 1951-1952. 
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To strengthen internal controls 


CONTROLLERS, 
AUDITORS: 


CUMMINS 300 Perforator cancels 
entire invoice bundles at one punch. 
No skipping, no altering, no eradica- 
tion possible. Automatic, electric, 
foolproof. Remember, “you can't 
erase a hole.” 


You need not change present sys- 
tems. CUMMINS can help you 
strengthen any accounting or con- 
trol system with no change in 
present methods or forms. Use 
CUMMINS perforators to cancel, 
validate, number, receipt, code; 
101 protective uses. 
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ORIGINATORS OF PERFORATORS 
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Cummins-Chicago Corp., Chicago 40, Illinois 
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Epwarp L. Hutse (#4602-1949) has 
been named manager of the new Com- 
ponents Division of the Electronics De- 
partment of the General Electric Com- 
pany, Syracuse, N. Y. 


G. L. CHAMBERLIN, formerly depart- 
ment auditor, succeeded Mr. Hulse as 
department controller. 


Witarp R. BLackwoop has been ap- 
pointed to the newly created post of con- 
troller for Eastern Air Lines System, New 
York. 

JAcK L. BATCHLER (#920-1937), sec- 
retary and member of the Board of Di- 
rectors of the 
Kansas City Life 
Insurance Com- 
pany, became 
president of the 
Life Office Man- 
agement Asso- 
ciation at that 
organization's 
28th Annual 
Meeting held in 
Chicago in Sep- 
tember. He 
served as vice 
president in 1950-51, and in 1940 served 
as a national director of the group whose 
membership comprises more than 230 
life insurance companies throughout the 
country. 

A representative of Kansas City Life 
in LOMA since 1937, Mr. Batchler is 
and has been active in various other in- 
surance and controller organizations. 
He is a former president of the Insur- 
ance Accounting and Statistical Associa- 
tion and, a charter member and former 
president of the Kansas City chapter, 
National Office Management Associa- 
tion. 

Mr. Batchler is a former national di- 
rector of Controllers Institute and 
served as president of the Kansas City 
Control from 1938-1940. 

Mr. Batchler joined Kansas City Life 
in 1917 and worked in the cashier's de- 
partment and the accounting depart- 
ment until his appointment as auditor in 
1929. In 1937 he became controller; in 
1943, assistant secretary and controller; 
and in 1946, a director, secretary and 
controller. 


MR. BATCHLER 


M. R. SCHERMERHORN, JR. (#2451- 
1943), formerly resident controller of 
the Edgewater, N. J., branch of Ford 
Motor Company, is now controller of 
the Kansas City Aircraft Plant of the 
Ford Division of Ford Motor Co. 


RoBERT F, ByRNES has been elected 
comptroller of the Horn & Hardart Co. 
of New York. Mr. Byrnes has been with 
the company for 25 years, having risen 
through the ranks from his first posi- 
tion as office boy. He is a graduate of 
the Fordham University School of Busi- 
ness Administration. 


GeorGE F. JaMEs, for the past two 
years, treasurer of Standard-Vacuum Oil 
Co., New York, has been elected a di- 
rector. Before joining the company in 
1944 as an attorney, Mr. James served as 
an associate professor of law and assistant 
dean at the University of Chicago. He is 
chairman of the USA Section of the In- 
ternational Fiscal Association and of the 
Tax Committee of the National Foreign 
Trade Council. 


E. A. CLAFFEY (#4690-1949), treas- 
urer of Indianapolis Railways, Inc., In- 
dianapolis, was elected vice president 
and treasurer of his company. 


CHARLES J. Cox (#4519-1949) is now 
controller of Arnold Bakers, Inc., Port 
Chester, N. Y. He was formerly con- 
troller of Drake America Corporation, 
New York. 


Ray A. LIKLEY (#415-1934) is now as- 
sistant controller of Oliver Iron and 
Steel Corporation, Berry Division, Cor- 
inth, Miss. Mr. Likley was formerly as- 
sociated with Fruehauf-Carter Division, 
Fruehauf Trailer Company, Memphis, 
Tenn. 


G. O. Eck.ey has been elected auditor 
of United Air Lines, Chicago, succeed- 
ing K. J. Mc- 

BripE, who has 

resigned. Mr. 

Eckley joined 

United as super- 
intendent pe prod 
counting pro- 
cedures after 
seven years with 
Commonwealth 
Edison and ear- 
lier service with 
other utility 
companies. He 
was made assistant comptroller for 
United in 1947. At the same time, JOHN 
A. TOCKSTEIN was elected assistant 
comptroller. Both men have been with 
the airline since 1945. 


MR. ECKLEY 


FRANK B, CLIFFE (#4486-1949), treas- 
urer and comptroller of H. J. Heinz 
Company, Pittsburgh, Pa., has been 
elected to the newly created position of 
vice president and chief financial officer. 
Mr. Cliffe joined the Heinz organiza- 
tion in 1947 and was elected to the com- 
pany’s board of directors a year later. 
Prior to his affiliation with Heinz, he 
served 27 years with the General Elec- 
tric Company. During World War II, 
he served on the WPB in the distribu- 
tion of the nation’s aluminum supply. 

R. B. Gooktn, assistant comptroller of 
Heinz, succeeds Mr. Cliffe as comptrol- 
ler, while C. A. BRINKMAN, also an as- 
sistant comptroller, has been named 
treasurer of the company. 
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MILO L. VoiGHT (#1697-1940) is now 
controller of the Norden Instruments, 
Inc., Milford, Conn. He was formerly af- 
filiated with the Dairymen’s League Co- 
operative Association, Inc., New York, as 
comptroller. 


RICHARD J. HANWELL (#1955-1941), 
formerly comptroller, the Cuban Ameri- 
can Sugar Co., New York, is now con- 
troller of the Mundet Cork Corporation, 
North Bergen, N. J. 


GeorGE E. Myers (#1845-1941), for- 
mer treasurer, Ball Brothers Co., Muncie, 
Ind., was recently appointed a vice presi- 
dent of the company. 


RALPH D. HEUSEL (#2592-1943) was 
recently elected as vice president and di- 
rector of the Pennsylvania Telephone 
Corporation. Mr. Heusel is also vice presi- 
dent of the Indianapolis Associated Tele- 
phone Corp., Lafayette, Indiana. 


ARTHUR R. HAMM (#4876-1950), as- 
sistant to the treasurer, Control Engineer- 
ing Corporation, Canton, Massachusetts, 
has been appointed controller of the or- 
ganization. 


F. J. SCHLATTER (#1533-1939) is now 
assistant to the president, The Prosperity 
Company, Inc., Syracuse, N. Y. Mr. 
Schlatter was formerly with the Kingston 
Products Corp., Indianapolis, Ind. 


S. TrRonsky (#289-1934), formerly 
controller of the Crown Crest Fruit Cor- 
poration, Sanger, California, has joined 
the Scranton Dry Goods Company, Scran- 
ton, Pa., as controller. 


GeorRGE L. REAM (#4770-1949), con- 
troller, National Protective Insurance 
Company, Kansas City, Mo., joined the 
Central Mutual Casualty Company, of the 
same city, when his company was merged 
with the Guarantee Reserve Life Insurance 
Company of Hammond, Indiana. In his 
new connection he serves as auditor. 


VINCENT G. McDoNaGH (#2658- 
1943), formerly controller of the Trane 
Co., La Crosse, Wisconsin, is now corpo- 
rate controller with Gar Wood Industries, 
Inc., Wayne, Michigan. 


FRED R. SULLIVAN (#4889-1950) has 
been advanced from controller of the 
Monroe Calcu- 
lating Machine 
Company, Or- 
ange, N. J. to 
vice president 
and assistant to 
the president. 
Mr. Sullivan 
will be in charge 
of the com- 
pany’s account- 
ing and budg- 
etary functions, 
its organiza- 
tional structure and general administra- 





MR. SULLIVAN 
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tive duties as- 
signed by the 
president. The 
company also an- 
nounced the re- 
tirement, because 
of illness, of 
DuNcAN D. 
RICHARDSON as 
vice president in 
charge of finance, 
along with the 
appointment of 
T. R. ELsMAN as controller. 





MR. ELSMAN 


James J. Russet has been elected 
chairman of the board and chief executive 
officer of Revere Copper and Brass, Inc., 
New York. Mr. Russell, who previously 
held the title of president, served as a na- 
tional director of Controllers Institute 
from 1942 to 1945. 


Max L. BAUGHMAN has been appointed 
to the newly created post of comptroller 
of Bigelow & Dowse Company, Boston, 
Mass. Mr. Baughman was previously as- 
sociated with the Second National Bank 
of Boston in the position of a commercial 
loan officer. 

co 





Obituary 





John J. Archer, assistant comptroller 
of the Aetna Life Insurance Company, 
Hartford, Conn., died on October 31 at 
Hartford Hospital. His age was 57. Mr. 
Archer joined the Aetna Company in 
1910 and became comptroller in 1949. 


Gilbert B. J. Frawley, 65, formerly 
president of the New York Athletic 
Club and retired general comptroller 
of the Paramount Publix Corporation, 
died on October 5, 1951 in Yonkers, 
N. Y. Mr. Frawley was sent to the Par- 
amount organization by the Bank of 
Commerce to advise it on financial 
matters and remained to take an execu- 
tive position with the company. He re- 
tired in 1945 after an association of 27 
years. He served on the board of gov- 
ernors of the New York Athletic Club, 
the nation’s oldest and largest club of 
its kind, from 1938-1943 when he was 
elected president and was re-elected in 
1944, 


Frank D. Jones, 66, retired director, 
treasurer, assistant secretary and con- 
troller, the Superior Oil Company, 
Houston, Texas, died on June 29, 1951. 
Mr. Jones had been with the company 
since its inception about 30 years ago 
and retired in September 1950. He held 
Institute membership #1686-1940 and 
was one of the charter members of the 
Houston Control. He was also one of 
the earliest members of the Petroleum 
Accountants Society of Los Angeles. 














§ : 
Aller Business 
in Washinglon 

LstheWardman 


More and more, visiting exec- 
utives in Washington are staying 
at the Wardman Park. Suites are 

ilable for f or 
entertainment. Government and 
business offices are near at 
hand. Yet facilities are designed 
for full relaxation after a busy 
day—overlooking acres of pri- 
vate park. 


Vsardman Sirk 


HOTEL 


CONNECTICUT AVENUE 
at WOODLEY ROAD, N.W. 
WASHINGTON 6, D. C. 


Frank E. Weakly, president 





| FOLDING 





Now get easy, fast folding of 
anything you mail. Eliminate 
slow, costly hand folding with 
the new A: B. Dick Folding 
Machine. 

Learn in 5 minutes how_to 
make all standard folds. Just 
use the Quick-Set Fold Chart. 
No measuring! No computing! 
Send coupon for details. 


EXCLUSIVE Quick-Set Fold 
Chart. No guesswork! 


aes al 








A. B. DICK COMPANY 























I'dlike more informationon saving with 
the new A. B. Dick Folding Machine. 
Nome 

Position. 

Address 

City State 





541 








Viwieiling 


INSURANCE BROKERS e 


Buffalo Columbus Phoenix Vancouver 





tection can help you to solve this contingency. 


Write on your business letterhead for a copy of 
our brochure “‘Planning a Sound Business Life 
Insurance Program For Your Company. 


YOUR BUSINESS 
witte Life Grsuvanice 


Many successful businesses have been confronted with serious 


problems because of the death of one or more partners, owners 


or other executives. Well planned life insurance pro- 


Raines Lip 
Aoumne Hogan 


” 


Marsu & McLEnNNAN 


INCORPORATED 
CONSULTING ACTUARIES 


Chicago New York San Francisco Minneapolis Detroit Bgston Los Angeles Pittsburgh 
Seattle St. Louis St. Paul Duluth Indianapolis Portland Superior Cleveland 


Toronto Montreal Havana London 








“bts amazing 
how they turn out 
payroll work!" 


“Our Payroll Dept. used to work 
hours and hours each week on rec- 
ords. . . . Cost us a lot in overtime, 
and we had so many headaches! 


“Now the Recording and Statistical 
Corp. turns out our payroll records on 
their high-speed automatic tabulating 
machines 


“It's amazing how fast this repeti- 
tious work. is done electrically, Our 
office force couldn’t possibly com- 


RECORDING & STA 


HICA N 


pete. Furthermore, we now save 
thousands of dollars each year!" 


SEND FOR FREE BROCHURE NOW! 


See how we can turn out your com- 
plicated payroll registers and other 
payroll data exactly as you want them. 
(Other tabulation services: sales, or- 
ders, prices, costs, inventories, vouch- 
ers.) Why not get in touch with us 
now? 


TISTICAL 


MONTREA 


100 Sixth Avenue, New York 13, NY 


T. F. Mowle Named 
_INCFO President 


T. F. Mowle, controller of Dow Jones 
& Co., Inc., New York, publishers of the 
Wall Street Jour- 
nal, was elected 
president of the 
Institute of 
Newspaper Con- 
trollers and Fi- 
nance Officers at 
its fourth annual 
convention in St. 
Louis, on Sep- 
tember 24. He 
was also re- 
elected a director 
of the group. 

Mr. Mowle served as chairman of the 
Industry Conference of controllers in the 
printing, publishing and allied fields at 
the 20th Annual Meeting of Controllers 
Institute in New York, on October 2. 

C. Arthur Weis, of the St. Louis Globe- 
Democrat, and Richard H. Wills, of the 
Roanoke (Va.) Times and World News, 
were named vice presidents and directors 
of INCFO. 

Other directors elected were Samuel Mc- 
Adams, Oklahoma City Oklahoman; R. D. 
McGee, Philadelphia Evening Bulletin; 
L. A. Denny, San Francisco Chronicle; 
J. T. Kolley, Chicago Herald-American; 
Herbert E. Hetu, Sharon (Pa.) Herald; 
and James R. Foss, Lawrence ( Mass.) 
Eagle-Tribune. 


T. F. MOWLE 


State Tax ‘‘Deducts”’ 
for Federal Jobs 


Congress will be asked by the Treasury 
to let Federal agencies withhold state in- 
come taxes from Federal employes. This 
follows a recent threat by Vermont to stop 
withholding Federal income taxes from 
Vermont state employes unless Federal 
agencies, in return, withhold Vermont in- 
come tax from Federal employes. 

Comptroller General Lindsay C. War- 
ren has ruled Federal agencies cannot 
withhold state income taxes from Federal 
workers under present Federal law. 

Only two states now have laws requiring 
general withholding in aid of their state 
income tax collections. Oregon, the first 
state to adopt such a law, asked the Federal 
government a couple of years ago to with- 
hold the Oregon tax from Federal em- 
ployes. But when Comptroller Warren 
handed down his ruling, Oregon let the 
matter drop. 

Vermont took a different attitude when 
its withholding tax law became effective 
last July 1. State officials threatened retalia- 
tion when Federal agencies refused, under 
Mr. Warren's ruling, to withhold Vermont 
tax from Federal workers. 
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Family Partnerships Win 


34 of 52 Income Tax Suits 


LTHOUGH courts have been alerted ‘‘not 
A to be taken in’ by family partner- 
ships, 34 of 52 recently contested federal 
income tax cases have been decided in fa- 
vor of the taxpayer. Some of the deci- 
sions involved admission of wives as part- 
ners prior to 1948, when income tax 
splitting between husbands and wives was 
legalized in all states. Others involved 
sons and daughters as partners in family 
firms. 

Thus, while the tax saving benefits are 
no longer important to a husband and wife 
alone due to income splitting, father, son 
and daughter partnerships offer special ad- 
vantages under the liberal rules prevailing 
today. 

In the 34 recent cases won by taxpayers, 
the courts declared that a wife, or a son, 
named as a partner in the family business 
in question had the right to file individual 
income tax returns on their share of the 
firm’s profits. This served to reduce the 
total tax paid by the family group. 

In most of the other 18 cases the courts 
upheld the Bureau of Internal Revenue in 
questioning partnerships built on a series 
of paper transactions, and denied the tax- 
payers the benefit of split-income returns. 
The decisions were cited in a Commerce 
Clearing House review of a six-month pe- 
riod as indicative of the trend in income 
tax rulings since the Culbertson decision. 

Tax authorities consider this the key 
decision in recognizing family partnerships 
for income tax purposes. In that case, the 
United States Supreme Court ruled on a 


partnership formed when a Texas rancher | 
took his sons into the firm and carried on | 


the partners’ relationship during the sons’ 


schooling and military service. The court | 


held that the “‘real intent” of the Culbert- 
sons to form a partnership among mem- 
bers of a family made their income tax 
splitting permissible. 

In their findings, courts have been 
guided by three statements from the 
United States Supreme Court. One is that 
the original common-law tests of validity 
of partnerships are the tests for tax pur- 
poses. A second is that in family cases “the 
Tax Court will naturally be on the alert 
against being taken in.” A third is that a 
family business arrangement is “a warning 
that things may not be what they seem.” 

One case cited was that of a family, 
which, as war loomed, gave two younger 
sons a 5% limited partnership in payment 
for past services and as an inducement to 
return to the business after the war. The 
two were paid their share of income. Al- 
though the young men failed to work in 
the business after the war, the U. S. Tax 
Court held their interest was legal and or- 
dered their tax returns accepted. 

In another instance, an owner of a cor- 
poration transferred a block of stock to 
four trusts set up for his wife and three 
children, with himself as trustee. Then he 
liquidated the corporation and set up a 
partnership with the four trusts as limited 
partners. The Tax Court attached no sig- 
nificance to his continuing full control of 
the business and permitted separate re- 
turns for each of the trusts. 
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ADVERTISEMENT 





NEW PAY PLANS 
FOR EXECUTIVES 


How 100 Leading Companies Use 
Stock Options, Bonus Plans, De- 
ferred Compensation, Pensions To 
Give Executives More Net Income 
at Lower Cost 


NEW YORK, Nov. 1—J. K. Lasser 
and W. J. Casey have made public some 
startling facts and figures of serious con- 
cern to every business executive. Today's 
$25,000-a-year executive has only $9,701 
left in 1939 dollars after paying taxes; in 
1940 he would have had $22,000 left. 


Why Executives Resign 

Yet, even though taxes and inflation 
have revolutionized the character of execu- 
tive compensation, many executives are 
still being paid inadequately under out- 
moded standards and find it impossible to 
build capital and future security. At the 
same time, many firms are losing or failing 
to attract top executives. 


Check These Pay Plans 

Lasser & Casey's new manual on Ex- 
ECUTIVE Pay PLANS now shows for the 
first time how to use stock option, bonus, 
deferred compensation, pension, profit- 
insurance and other plans. It 
shows tax and financial consequences and 
gives the best features of plans of 100 lead- 
ing companies, including Bloomingdale's, 
Republic Steel, Gulf Oil, Sears Roebuck, 
Philco, Celotex Corp., Consolidated Tex- 
tile, Federated Stores, General Instrument, 
Loew's, Stewart-Warner, American Loco- 
motive. 


sharing, 


An Invitation to Controllers 

EXECUTIVE PAy PLANS was prepared 
for clients and is priced at $5, but a lim- 
ited number of copies are being made 
available to CONTROLLER subscribers for 
free examination. Send $5 to Business Re- 
ports, Inc., Dept. EPP-21, 225 West 34th 
Street, N. Y. 1, N. Y., to obtain a copy 
postpaid. It may be returned within 10 
days for full refund. 
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'* OPPORTUNITIES 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number, Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y. 


Replies will be forwarded. 





SITUATIONS WANTED 





ACCOUNTANT-TAX EXECUTIVE 

20 years’ experience, in complete charge of 
Tax and Accounting Departments of large 
chain organization, operating in many states; 
also as supervising senior accountant for certi- 
fied public accountants; wide experience tax- 
ation: federal, excess profits and relief pro- 
visions, also many states covering personal 
property, tax situs, allocation formulae; pay 
roll taxes, merit rating; government contacts; 
membership tax associations. Reply TAX EX- 
ECUTIVE, 1097 East 42nd St., Brooklyn 10, 
New York 


ACCOUNTING EXECUTIVE 
Age 41, presently employed as controller in 


manufacturing and selling organization, de- | 


sires new connection in the capacity of con- 
troller, treasurer, or assistant. College degree 
in accounting and business administration, 16 
years experience includes general accounting, 


cost, finance, budgets, taxes, insurance, credit, | 


and systems. Box 1075. 


CONTROLLER-TREASURER 


Executive accountant, presently employed, 
offers 15 years of heavy manufacturing, mer- 
chandising and distributing experience, func- 
tioning as part of top management group. 
Practical experience includes executive func- 
tions, financial organization planning; de- 
veloping manufacturing expansion and cost 
reduction programs; developing, analyzing 


and interpreting costs, budgets, inventory and | 


financial controls, all phases of general ac- 


counting, internal auditing, systems, proce- | 


dures, taxes, financial and cost reports. Certi- 
fied Public Accountant. Age 45. Will travel 
from New York home base. Present salary 
$15,000. Box 1077. 


CONTROLLER-TAX MAN 


C.P.A.(N.Y.), capable executive, seeks position 


as controller-tax man or assistant. 15 years ac- 
counting experience includes internal control- 
lership and 9 years heavy senior in present pub- 
lic accounting employment—all on management 


level. Experienced Federal Excess Profits, state | 
and local taxation. Age 35, personable, married. | 


Box 1078 





NOTE: Tue ConTroLupr reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 


sponsibility for the people contacted through this col- | 


umn nor does it guarantee any item bought or sold. 
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Upon What Meat Doth Communism Feed 2 


Will all those who have read Karl 
Marx please raise your hands. Just as we 
thought—very few. We often wonder how 
many Communists and Socialists have 
actually sampled the menu of the master, 
not just a warmed-over rehash by certain 
— We suspect that there would be 
far fewer radicals than there are if they 
were compelled to derive their nourish- 
ment directly and entirely from the col- 
lectivist “‘bible’”’ itself. It is a soggy and 
tasteless brew. We know, because we have 
tried many times to stick with Das Kapital 
to its indigestible end. 

The following is typical Marxian mum- 
bo-jumbo: 

“The capitalist mode of appropriation, 
the result of the capitalist mode of produc- 
tion, produces capitalist private property. 
This 1s the first negation of individual pri- 
vate property, as founded on the labour of 
the proprietor. Capitalist production be- 
gets, with the inexorability of a Law of 
Nature, its own negation. It is the negation 
of negation. . . . Centralisation of the 
means of production and socialisation of 
labour at last reach a point where they be- 
come incompatible with their capitalist 
integument. This integument is burst asun- 
der. The knell of capitalist private prop- 
erty sounds. The expropriators are expro- 
priated.” 

Droning laboriously on, page after page, 
chapter after chapter, this incoherent gib- 
berish seems better designed to put peo- 
ple to sleep than to incite them to riot. 
Can this be the red meat so avidly de- 
voured by “‘the masses’’? It is not surpris- 
ing that most Americans prefer listening 
to Groucho Marx rather than to Karl, 
which is a tribute to their discrimination. 
The former is not only more entertaining 
but makes a lot more sense. 

Another profound mystery is how any- 
one as demonstrably mistaken, in his basic 


premises, as Karl Marx can retain any fol- 
lowing whatsoever—even among the most 
simple-minded. Take, for example, his 
main thesis, namely, that the accumula- 
tion of capital makes it possible to mecha- 
nize production—thus creating widespread 
unemployment. This superficial reasoning 
led him to conclude, and we quote: 

“The labourers, when driven out of the 
workshop by machinery, are thrown upon 
the labour market, and there add to the 
number of workers at the mercy of the 
capitalists.” 

This fearsome phantom, of course, 
never materialized. In fact, the Machine 
Age produced a more bountiful standard 
of living for more people than ever 
dreamed of under the hand-labor, hand-to- 
mouth system which Marx prized so highly. 
He even argued that “machinery is the 
surest means of lengthening the work day.” 
Capitalist prophets soon lose their audi- 
ence when they prove as wrong as that. 

Here is another Marxian pearl: 

"In capitalist Society, Spare time is ac- 
quired for one class (the capitalists) by 
converting the whole life-time of the 
masses into labour-time.”’ 

He could not foresee that Capitalism 
would create a 40-hour, 5-day week for 
workers and, at the same time, necessitate 
a 70-hour, 7-day week on the part of the 
so-called bosses. Capitalism doesn’t run 
itself. It is an exacting task-master, based 
as it is on the survival of the fittest. 

Marxism just doesn’t hold up either as 
economics or sociology. It is not only a 
negative and reactionary doctrine but is 
erroneous in theory and unworkable in 
practice. As a thinker, Karl Marx takes 
rank with those who believed that automo- 
biles would never run and airplanes would 
never fly. The Communists are welcome to 
him. 

We'll take Groucho. 

—Arizona Progress 





MARK YOUR CALENDAR 





NATIONAL TAX ASSOCIATION 


DALLAS 


44th Annual Conference on Taxation 


AMERICAN MANAGEMENT ASSOCIATION 


NEW YORK 


Finance Conference 


CONTROLLERS INSTITUTE OF AMERICA 
Southern Regional Conference 
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/s there costly waste tn your 


Parts and Assembly Order system? 


Do you know how many separate writings Th 8 li H 
you require to control the manufacture of whe pier ese revea ing questions 
parts and to requisitien parts for assembly? J ad 4 | fi 

Have you investigated recently to see if any may e Pp save your irm 
writings are being made which can be at h d f d il I 
eliminated? ] t ousands oO oars 

Do you type a new operation routing when- 

ever you issue an order for the manufacture 

of a part? 


Do you rewrite the operation descriptions, time 
allowances, piece rates, tool information, etc. 
individually for each order? 

Are labor tickets, move tickets, etc. written 
individually for each order? 

Are any of your job records such as labor 
tickets, requisitions, receipts, etc. written in 


the shop by foremen or production employees? [] Nol} 

Do you copy lists of parts from bill of material 

to assembly order and control records? -] No] 

Are material requisitions and identification ® 


tags, used for the withdrawal of parts and 
their delivery to the assembly floor, written 


individually? Yes[] No[] DITTO, Incorporated 
717 S. Oakley Bivd., Chicago 12, III. 


1 
2 
3 
4 
5 
6 
7 
8 


YOUR ANSWER HERE MAY BE THE MOST IMPORTANT 


9 Would you like us to send you folders which 
illustrate how you can eliminate all rewriting in 
preparation of parts and assembly orders, reduce clerical 
: emery , costs, speed movement of parts and materials to assembly 
PRODUCTION floor and eliminate waste in withdrawal of parts and 
PURCHASING materials? §=Yes(] Neo() 
PAYROLL If your answer is “Yes” fill in and mail to: 


Ditto, Inc., 717 S. Oakley Bivd., Chicago 12, Ill. 
ORDER-BILLING , . 


Name 








| oe ; - Title. 
Pe eee 
City 
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Executives interested in cutting clerical costs 
will want a copy of this new booklet. 
‘Methods, Manpower and Machines’’ presents the story of the complete services 
available at STATISTICAL’s four strategically-located offices. It shows how this 
experienced organization combines trained personnel with advanced methods and 
modern equipment to help you get the facts and figures you need—quickly, accur- 
ately, and economically. 
Write or phone the office nearest you for a 
copy without obligation. 
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STATISTICAL 
TABULATING COMPANY 


ESTABLISHED 1933 + M. R. NOTARO, President 


CHICAGO 4 + 53 West Jackson Blvd., Phone HArrison 7-2700 
NEW YORK 4 + 89 Broad Street, Phone W Hitehall 3-8383 
ST. LOUIS 1 + 411 North Tenth Street, Phone CHestnut 5284 
NEWARK 2 « National Newark Building, Phone M Arket 3-7636 


TABULATING + CALCULATING + TYPING * TEMPORARY OFFICE PERSONNEL 





